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BUDGET SPEECH 


DELIVERED BY 


HON. D. C. ABBOTT 
MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, TUESDAY, APRIL 10, 1951 


Hon. Douglas Abbott (Minister of Finance): 
Mr. Speaker, I move: 

That Mr. Speaker do now leave the chair for the 
house to go into committee of ways and means. 

In the twelve months which have elapsed 
since I brought:down the last annual budget 
disquieting changes have occurred in the 
state of the world, and in Canada’s place in 
it. The prospect is still far from clear. 
Great issues are still in the balance. 


Last June the international tension crys- 
tallized in Korea. In September, parliament 
wholeheartedly supported the government’s 
policy of participation in repelling this 
aggression. It was our hope then that the 
action in Korea would soon be brought to 
a successful conclusion. But later events 
took a graver turn when the Chinese com- 
munist government supported the North 
Korean aggressors in force. An end to the 
war in Korea is not yet in sight; indeed, 
there are indications that the United Nations 
forces may shortly be facing a most severe 
test of strength. 


The Korean situation is significant of even 
greater dangers. It indicates that Russia is 
prepared to take steps involving the risk 
of a general war. While the strength of the 
west is increasing, so also is Russian strength. 
In the months that lie ahead, perhaps indeed 
for several years, we shall face a test of 
nerves, of our readiness to sacrifice immediate 
interests for future security. This is the 
background against which the budget must 
be viewed. 

Without minimizing our anxieties, we are, 
however, entitled to take encouragement from 
certain of the developments during 1950. 
Since I shall of necessity have to speak at 
greater length this evening about matters 
that will be less pleasant and less welcome 
to us as individuals, I feel I should call 
attention now to some elements that favour 
us. We have serious tasks before us, but 
that is all the more reason why we should 
clearly understand that some of the changes 
that have occurred are on the asset side of 


the balance sheet, and if we are given time 
and if we take full advantage of that time, 
they will outweigh our present dangers. 


The first great asset we have acquired— 
and it is perhaps immeasurable—is that the 
free world has realized its dangers, and has 
shown a capacity to agree upon courses of 
action and to act effectively. For this great 
event of 1950 we owe much to the vigorous 
leadership of the United States and the 
experienced partnership of the United King- 
dom. Let us never forget that upon the 
continued enlightened and cordial partner- 
ship of the United States and the United 
Kingdom the peace and prosperity of the 
whole world heavily depend. 


Nor should we fail to appreciate the 
response to the crisis made by the peoples of 
free Europe, and especially by our associates 
in the North Atlantic treaty. With all these 
peoples we have ties of race and kinship, 
and now we are joined by the still stronger 
bond of common ideals and common purpose. 
The visit with which the President of France 
has just honoured us has strengthened the 
links which history and culture forged long 
ago between our two countries. 


This unity in action on the part of the free 
world is the first great and incalculable 
change for the better during the past year. 
If this unity should weaken, or if it should 
disintegrate, the outlook would be dark 
indeed. That is why it must be a fundamental 
object of our policy to promote and strengthen 
this unity of purpose and policy. We do well 
to take pride in the imperishable record of 
1940 and 1941 when the commonwealth stood 
alone, but we should also take care that we 
are not called upon a second time to face such 
perils alone. 


Another asset we have acquired during the 
past year is the very considerable continued 
improvement and expansion in the produc- 
tive capacity of the western world. During 
1950 industrial production in western Europe 
advanced by 20 per cent and is now operating 
at a rate about 35 per cent above pre-war. 


In the United States industrial production 
during 1949 experienced a sharp decline. In 
1950 it recovered rapidly and is now running 
at a rate about 115 per cent above pre-war. 
Canada’s industrial production was almost 
unaffected by the 1949 decline in the United 
States; in 1950 it increased still further and 
is now about 110 per cent above pre-war. 

The recovery of European capacity to 
export has also been most encouraging. In 
1946 the volume of European exports was 
only one-half of the pre-war average; by 1949 
it had recovered to pre-war levels, and is now 
running 25 per cent higher. Much of this 
improvement has been the result of the 
realignment of exchange rates to more realis- 
tic levels which took place in September, 1949. 
As a result of these improved conditions the 
dollar problem has receded into the back- 
ground, at least for the time being. It still 
exists, however, and the rearmament program 
may revise it to some extent, but it no longer 
dominates the economic scene as it did two or 
three years ago. 

A third great asset we should take full note 
of is that here in Canada, unlike so many 
countries, our people are not split and divided 
by fundamental cleavages of opinion. My task 
this evening is made easier because I sense 
that there are no great issues of principle 
dividing us. Individuals and parties in this 
house will differ on particular proposals, and 
in the course of debate on this motion it will 
be right and proper that those who differ 
should criticize. There may be differences of 
view with respect to degree and timing, but 
I am confident that on the major questions of- 
policy underlying my proposals we are all 
fundamentally agreed. 

The tasks before us will not be easy. We 
shall have to forgo some of the prospects of 
individual economic improvement that 
seemed to be our right. We shall have to 
yield for the time being a part of our econ- 
omic gains of the recent past. But we must 
address ourselves to these tasks, and pay 
whatever price may be necessary to preserve 
peace and assure freedom. 


Canadian Economic Trends 


I turn now to a review of Canadian econ- 
omic developments during the past year and 
to a projection of these trends into the year 
that lies ahead. As usual I am tabling a white 
paper which presents the more important 
economic and financial statistics in a conven- 
ient form, together with some brief explan- 
atory notes and comments. The white paper 
also includes the usual prelimindry details of 
our public accounts for the year ended March 
31, 1951. I commend these budget papers to 
the careful study of all hon. members, and 
with the consent of the house I ask that they 
be printed as an appendix to today’s debates. 


National Production and. National Income 


Almost every significant economic indicator 
in Canada established new records in 1950. 
Gross national production in 1950 was close 
to $18 billion, net national income was about 
$14 billion, and personal expenditures on 
consumer goods and services were not far 
short of $12 billion. Gross capital investment 
was about $4 billion, and wages and other 
labour income nearly $84 billion. Most of 
these figures are seven or eight per cent 
above 1949. A little less than half these 
increases represents increase in physical 
terms, and the rest is a reflection of higher 
prices. 

The statistics of net farm cash income 
indicate an apparent decline of $90 million, 
but this is due to lower initial and partici- 
pating payments on western grains during 
the past calendar year. In 1949 western 
farmers received payments from the wheat 
board amounting to $100 million more than 
the value of the grain delivered, and in 1950, 
$60 million less than the value of their 
deliveries. Agricultural production in Canada 
in 1950 was higher in both volume and value 
than in 1949, and farmers’ cash income, 
excluding the variations in wheat board dis- 
bursements, was five per cent greater in 1950 
than in the year before. 

Investment and miscellaneous income in 
1950 reached a new peak of $2-9 billion, a 
reflection of the very heavy new capital 
investment of recent years as well as the 
rising prices and high business activity of 
1950. In the years 1946 to 1950 more than 
$9 billion of new plant and equipment has 
been installed by Canadian industry. Accurate 
figures of total capital investment in our 
industries have never been compiled, but I 
think it is a safe statement that during the 
past five years it has increased by not less 
than 40 per cent. Our industrial labour force 
during the same five years has increased by 
12 per cent, and our agricultural labour force 
has declined 10 per cent. 


Forecasting the future is always difficult, 
and in Canada is perhaps particularly diffi- 
cult, partly due to our heavy dependence on 
the harvests of the land and sea, neither of 
which can be confidently predicted, and 
partly due to our dependence on foreign 
markets. This year it is made still more 
difficult by reason of uncertainties respecting 
steel and other materials and the shortages 
of special classes of skilled manpower. Every 
minister of finance, however, must adopt a 
view of the future, and I am basing my 
budgetary proposals on an assumption that 
the gross national product in 1951 will reach 
about $20 billion. That is an increase of about 
12 per cent over 1950. 


Employment, Wages and Manpower 


The latest available statistics covering non- 
agricultural employment in Canada indicate 
that there are about 130,000 more persons 
employed than at the same time a year ago, 
and that there are about 115,000 fewer 
persons seeking work. 

Monthly labour income at the end of 1950 
was 11 per cent higher than a year earlier. 
For the eight leading industries regularly 
reported upon by the dominion bureau of 
statistics employment increased by five per 
cent during the year, weekly wages by seven 
per cent and total payrolls by twelve per 
cent. Average number of hours worked 
declined by a small fraction to a point just 
under 43 hours a week. Compared with the 
beginning of 1946 average weekly earnings 
adjusted by the cost of living index showed 
an increase in “real” earnings of nine per 
cent. Compared with a year ago the increase 
was about two per cent. 

A manpower problem is likely to develop 
during the coming year. 
take the form of a serious over-all labour 
shortage, but there is already a _ scarcity 
developing in certain types of skilled labour, 
and it seems probable that these shortages 
of particular kinds of skill will become more 
widespread as defence production gathers 
momentum. As hon. members know, the 
government has recently appointed a national 
advisory committee on manpower to study 
and advise upon these matters. 


Consumption and Personal Savings 

Personal spending on consumer goods and 
services in 1950 was about seven per cent 
higher than in 1949. A large part of this 
increase was concentrated in the second half 
of the year, and the increase was most 
conspicuous in consumer durables. The 
number of new passenger cars sold in 1950 
was double the 1948 figure and 60 per cent 
greater than in 1949. Sales of electric 
refrigerators were three times as great as 
in 1948 and more than double the 1949 
figure. And these rates of increase have 
probably accelerated during the first three 
months of this year. 

Personal spending increased more than 
personal incomes, resulting in a decline in 
net personal savings out of current income. 
This decline in new savings amounted to 
about $270 million, or a drop of about 30 
per cent. 


External Trade, the Balance of 

Payments and Exchange Rates 
During 1950 there were a number of 
important changes in the pattern of our 
foreign trade. Exports from Canada increased 
by about four per cent to a peacetime record 
of $3,157 million. Since the price of our 


It is not likely to’ 


exports averaged about five per cent higher 
than in 1949 there was probably no increase 
in the volume of goods sold abroad. Imports, 
on the other hand, increased sharply in both 
volume and value. The total value of all 
merchandise imports in 1950 was $3,174 
million, or an increase of 15 per cent over 
1949. It will be seen from these figures that 
we imported $17 million more than we 
exported. This, however, does not take 
account of our exports of $162 million of gold 
which are not included in our regular 
merchandise trade statistics. 

Changes in the direction of our trade were 
also significant. Our imports from the United 
Kingdom increased 32 per cent; from all 
other overseas countries by 27 per cent; and 
from the United States by 9 per cent. On 
the other hand, our exports to the United 
States increased 34 per cent, while our 
exports to the United Kingdom declined by 
33 per cent, and to all other countries by 
20 per cent. As a result of these shifts in 
trade our regional trade became much better 
balanced. In 1949 our exports to the United 
States paid for only 78 per cent of our 
imports; in 1950 they paid for 96 per cent. 
In 1949 United Kingdom exports to Canada 
covered only 43 per cent of her imports from 
us; in 1950 this figure rose to 85 per cent. 
For all other countries our imports in 1949 
covered 64 per cent of our exports to them, 
and in 1950 this trade was almost exactly 
balanced. 

Estimates of our balance of payments for 
1950 indicate that we had a deficit on current 
account of about $300 million and a surplus 
on capital account of about $900 million, 
yielding a net increase of about $600 million 
in our gold and U.S. dollar reserves. 

I think all hon. members are familiar with 
the facts of our extraordinary, I might even 
say embarrassing, increase in U.S. dollar 
reserves last summer when they increased by 
more than $500 million in ten weeks. After 
reaching a peak of $1,827 million at the end 
of October, 1950, our reserves have declined 
moderately and at March 31, 1951, stood at 
$1,653 million. At March 31, 1950, our 
reserves stood at $1,192 million. 

One welcome consequence of the improve- 
ment in our exchange position was that we 
were able to withdraw all the emergency 
exchange conservation restrictions which we 
had to impose in November, 1947. After a 
steady series of relaxations during 1949 and 
1950 the last of these restrictions disappeared 
on December 31, and the act itself was 
revoked by proclamation on January 15, 1951. 
The application of such restrictions is an 
irritating and a thankless task, and I should 
like to take this occasion to pay tribute to 
all Canadians, both consumers and business- 


men, for the co-operative and understanding 
way in which they bore the complexities and 
the annoyances of this period. The demise 
of this act was unwept and unsung, but i 
trust not without honour. 

Another consequence of our improved Heidi 
and general economic position was our action 
with respect to exchange rates last Septem- 
ber. During the month of June an inflow of 
speculative capital from the United States 
became noticeable and it gathered momentum 
through July and August, reaching almost 
flood proportions in September. This inflow 
of funds, this tribute by New York to the 
essential soundness of the Canadian economy 
and its prospects, was rather sudden and not 
a little embarrassing. Much of it was looking 
for a quick ten per cent profit in the expecta- 
tion that the Canadian dollar would be moved 
back to parity with the United States dollar. 
The inflow created difficulties for us not only 
from a banking point of view, but also in 
the sharp inflationary stimulus it applied to 
our money supply. The Bank of Canada took 
energetic measures to sterilize this inflow by 
heavy selling from its portfolio of government 
securities, and the government was in the 
fortunate position of having a cash surplus 
enabling it to finance part of the inflow 
which would otherwise have required further 
borrowing. 

After careful review of all the relevant 
factors, and after consultation with the inter- 
national monetary fund, we came to the 
conclusion that the wise policy to follow was 
to withdraw the official rates on the United 
States dollar and allow the exchange rate to 
find its appropriate level in response to the 
normal supply and demand forces operating 
in the market from time to time. As hon. 
members know, this operation was carried 
out smoothly, and during recent months the 
American dollar has been fluctuating nar- 
rowly and quite normally at. premiums 
varying between 44 and 534 per cent. 


The Control of Inflation 


Two great issues, Mr. Speaker, face the 
world today. They are the pursuit of peace 
and the control of inflation. Neither of these 
is peculiarly Canadian. Both are matters 
of great concern to every decent country in 
the world. In respect of neither of them 
are we fully masters of our own destiny, for 
we live in a highly interdependent world. 
But both of them have had a large part in 
framing the policies of expenditure and 
revenue which are joined in my budget 
tonight. 

Of our policy of seeking an enduring and 
expanding peace I need not speak at any 
length. It is clear and it is unambiguous. 


Its financial aspects are found in our defence 
estimates, in our provision for aid through 
various United Nations agencies both for 
relief and for other constructive purposes, 
and in the estimates which will be tabled 
later in this session for our co-operation in 
the Colombo plan. 


I must, however, speak rather more fully 
about ways and means of restraining inflation. 
As I said a moment ago, this is not just a 
Canadian problem; it is a worldwide trend. 
Indeed, price increases in Canada during the 
past year have been more moderate than in 
other comparable countries. During 1950 
wholesale market prices in Canada advanced 
15 per cent; in’ the United States’ they 
advanced 19 per cent; in Australia 22 per 
cent; in the United Kingdom 23 per cent, 
and in most of the western European countries 
between 20 and 25 per cent. There is some 
satisfaction, though perhaps not much, in 
being not quite so badly off as one’s friends 
and neighbours. 


We must face the fact, however, that a 
considerable measure of inflation is abroad 
in the world. The continued increase in the 
various price indexes during the past three 
months is evidence of that. As the London 
Economist put it a few weeks ago, ‘“‘the virus 
of inflation has got into the economic blood 
stream.” Even if strong and_ effective 
measures are taken in al! major countries 
it cannot be cured overnight. But it is the 
duty of each country, having regard to its 
own circumstances, to take all the practical 
and sensible measures available to it to bring 
this virus under control. 


We in Canada have already done a great 
deal. As I have said on previous occasions, 
this is not a matter in which government 
policies alone can provide a complete solution. 
It is a matter which requires the fullest 
co-operation of all sections and groups, in 
which every person has a part to play. But 
governments can and should do a great deal. 
The government can exercise careful control 
over its own expenditures; we can follow 
a fully pay-as-we-go policy; we can restrain 
the expansion of credit; and we can apply 
direct controls either to particular conditions 
or, if necessary, more generally. In Canada 
we have done all of these and we shall 
continue to develop and apply these policies. 

The essential principle in preventing infla- 
tion is to restrict the total of all expenditure, 
public and private, to an amount which can 
be met from our production and imports. 
The necessities of defence now require that 
our expenditure for all other purposes should 
be reduced—making due allowance for the 
increase in prices that has already occurred. 


This requires us all to reappraise the prior- 
ities of our expenditures for various purposes 
and projects. Immediately following the 
Korean crisis last summer the government 
reviewed its own expenditure programs, and 
many projects that had been planned and 
for which parliament had voted funds were 
deferred. Since that time the numbers in 
many units in the public service have been 
reduced or held below the figures for which 


parliament had appropriated salaries. Hon. 
members and others have already seen 
tangible effects of this policy. The detail 


pages of the estimates show many instances 
where expenditure in the past year has 
been considerably below what was authorized 
and planned, despite the increase in wages, 
salaries, and prices. 


For this new fiscal year we have applied a 
similar but more severe test of need. For 
non-defence purposes we have reversed the 
upward trend in expenditures. The estimates 
placed before parliament for this year show 
a reduction of $35 million below last year, 
despite an increase of more than ten per cent 
in salary and wage levels, despite higher 
materials and construction costs, and despite 
an increase of nearly $40 million in old age 
pensions, family allowances, tax rental 
agreements with provinces, and similar pay- 
ments that rise automatically with increases 
in population and the value of production. 
The numbers of employees engaged in normal 
government administration are being reduced, 
and parliament is being asked to appropriate 
salaries or wages for about five per cent 
fewer employees than last year, apart from 
defence and related services. This reduction 
is made possible in part by an increase in 
normal office working hours, and by the 
elimination of certain services and activities. 


We have paid particular regard to our 
expenditures on construction, because it is 
in this field where we anticipate the greatest 
competition between the defence program 
and other public and private expenditures. 
Examination of the estimates for the depart- 
ments of public works, transport, agriculture, 
and resources and development—our major 
non-defence spending departments in this 
field—reveals very large reductions in their 
construction programs, notwithstanding urgent 
needs for expenditure of this kind, following: 
twenty years during which works have been 
postponed, first for lack of funds, then for 
war, and finally, in recent years because of 
shortages of materials and labour. 

It is hard to set a figure upon the reduction 
in expenditures that we have made because 
of the necessity of diverting resources to 
defence. I think, however, it would be fair 


81028—2 


5 


to say that if we had not gone beyond the 
careful and prudent planning applicable to 
a growing Canada in a peaceful world, our 
non-defence expenditures might well have 
increased by more than $100 million instead 
of being $35 million less. I should like to 
thank all my colleagues and their senior 
officers for their co-operation in the difficult 
task of contracting their programs and 
expenditures. 


It is in one sense misleading to talk of a 
special “economy drive” in regard to govern- 
ment expenditures. The duties of a minister 
of finance consist largely of a continuous 
search for economies. A more accurate way 
of expressing it is that priorities of expendi- 
tures shift and change from time to time, 
but given a program agreed upon for a par- 
ticular year, the effort to achieve economy 
and efficiency is never relaxed. 

Our second anti-inflationary policy is to 
balance the budget fully. If I may anticipate 
a later section of my speech I can say now 
that I estimate our budgetary surplus for the 
year just ended to be $203 million. As will 
also be seen from the resolutions I shall refer 
to later, we propose to follow a strict pay-as- 
we-go policy for the coming year. 


Hon. members are also aware of the 
measures that have been taken to restrain 
the expansion of credit. In the field of direct 
action by government, regulations affecting 
consumer credit were put into effect last 
November, and revised on a more restrictive 
basis in March of this year. We have also 
begun to curtail the use of government funds 
by way of mortgage credit for housing and 
the extension of government guarantees of 
bank loans for farm improvements. 


In the field of monetary policy, the Bank 


of Canada has for some time been exercising 


its influence to restrict the cash reserves of 
the. banking system so as to discourage 
monetary expansion and, last October, raised 
its rediscount rate as a signal of warning. 


’In February the bank expressed the view to 


the chartered banks that further increase in 
the total volume of bank credit would be 
undesirable. The banks agreed that restraint 
in bank lending under present conditions was 
in the general public interest, and adopted 
certain measures suggested by the Bank of 
Canada and described in a public statement 
issued by the bank. In addition to specific 
policies in respect to certain types of loans, 
it was announced that lending practices 
would be tightened wherever possible in all 
fields of bank lending in order to achieve 
the desired objective of avoiding further 
increase in the aggregate volume of the 
banks’ loans and holdings of non-government 
securities. Hon. members will understand 


that these monetary and bank credit 
measures depend upon voluntary co-opera- 
tion rather than government regulation, but 
the objective towards which they are directed 
is, I believe, very much in the public interest. 

There is, I think, a growing realization 
throughout the country that at a time of full 
employment the level of investment cannot 
exceed the current level of new saving by the 
community without having an inflationary 


influence. In such circumstances extension 
of credit requires particularly careful 
scrutiny. One symptom of the very large 


demand for credit in recent months has been 
the establishment of higher interest rates in 
Canada, as in the United States and other 
countries. One would like to see more 
restraint in the demand for loans, and larger 
annual savings out of income. It is now 
widely recognized also that, within the limits 
imposed by aggregate new saving, lending 
institutions and individuals alike can make a 
constructive contribution by directing their 
investment policy so as to give preference to 
projects assisting the defence program and 
essential productive enterprise. 

These tighter credit policies strike at the 
root causes of inflation by cutting down what 
business and consumers can spend in excess 
of their incomes. They take some months 
to show their effects on excessive purchasing 
and the rise of prices, but already one begins 
to see evidence of their influence. Along with 
similar action in the United States they will 
have a growing importance in holding prices 
down. 

We have now had five successive years of 
unprecedented capital investment. A year 
ago I did not think that the 1950 rate of 
expansion would exceed the record of 1949, 
but in fact it was 14 per cent higher in value 
and about 7 per cent greater in physical 
volume. Preliminary reports for 1951 indi- 
cated that the business and industrial world 
was planning for another 15 per cent increase 
in capital investment above 1950. I am led to 
believe, however, that quite a few business- 
men and other operators are revising their 
plans to more moderate dimensions in the 
light of steel shortages and tighter bank 
credit. But the indications are that the plans 
for capital expansion still being pushed 
forward are greater than the capacity to 
fulfil them. Unless there is a much sharper 
increase in per capita output than we have 
ever had in the past it will be literally 
impossible for all groups in the country to 
accomplish what they want or what they are 
planning to do: the government to double its 
defence expenditures, consumers to raise 
their levels of consumption, and business to 
increase its rate of capital expansion. 


We cannot allow the defence program to 
suffer, nor would we wish to see a reduction 
in the levels of ordinary personal consump- 
tion. It is, therefore, largely in the field 
of capital investment and consumer durables 
that room will have to be made for the 
defence program. This is the more necessary 
since it is in this sector of the economy— 
the construction, metal using and machinery 
trades—that most of the defence production 
will be inserted. 


Finally there is the question of direct con- 
trols. The government, through my col- 
league the Minister of Defence Production, is 
already applying direct controls in the allo- 
cation and use of steel and certain other 
essential materials, and he has powers which 
he is prepared to use to extend these con- 
trols when that appears to be necessary and 
desirable. The government’s views on this 
general problem of direct controls have 
already been fully stated by the Prime Min- 
ister and by others earlier this session. The 
government’s attitude toward direct controls 
is not based on theoretical or academic or 
ideological grounds; it is based on a com- 
pletely practical appreciation of prevailing 
conditions and upon the estimated effective- 
ness of any proposed form of control in the 
given circumstances. I shall not repeat our 
views which are well known and well under- 
stood. If we reach a point where we believe 
a much wider range of direct controls would 
be in the national interest we shall use them, 
but we are not prepared to embark upon a 
premature program which under present 
conditions would in our judgment create 
more confusion than stability. 


At the risk of some repetition, however, 
I would like to re-emphasize the extent to 
which higher prices are transmitted to 
Canada from abroad. More than one-fifth 
of everything we produce is exported, and 
about the same proportion of everything we 
consume is imported. In other words a 
large part of our price structure, certainly 
more than half its components, is directly 
determined by what others outside Canada 
charge us or will pay us. As my colleague 
the Minister of Defence Production (Mr. 
Howe) said last night, it would be possible 
to reduce substantially the price of meat in 
Canada, but only by placing an embargo 
on all cattle and meat exports. But if we 
want to retain the American market for our 
cattle—and in the long run it is essential— 
we in Canada must be prepared to pay as 
good a price for them as the Americans. We 
could reduce the price of clothing in Canada, 
but only by paying extremely heavy subsidies 
on imports of raw cotton and wool, on textile 
yarns and textile fabrics. As my colleague 


said last night, raw cotton has gone up fifty 
per cent in price during the past nine months, 
and raw wool prices have doubled. 

Under conditions of total mobilization our 
people and producers would, I am sure, 
accept if necessary the loss of markets, the 
detailed regimentation of their businesses 
and the denial of their normal freedom to 
bargain and to make free contracts. We are 
not in that position now. We hope, and we 
still have reason to believe, that the policies 
of peace and security that we are following 
in association with other free nations will 
prevent the development of such conditions. 


I have said something about what the 
federal government can and should do in 
these matters. It is equally important that 
provincial and municipal governments should 
follow comparable policies in their own 
spheres. Provincial and municipal expendi- 
tures, and the important public services 
which they sustain, are assuming increasing 
importance in the Canadian economy. In 
1945 their net expenditures—that is, the 
expenditures of the provinces and the muni- 
cipalities—totalled about $700 million, and in 
1950 they exceeded $1,500 million. Total 
non-defence governmental expenditures in 
Canada at all three levels of government, 
excluding all intergovernmental transfer pay- 
ments, have increased by about $1,000 million 
since 1945. In round figures $180 million of 
this increase has been at the federal level, 
$530 million at the provincial level, and $290 
million has been in the municipalities. Both 
the provinces and the municipalities have 
highly essential functions to perform which 
require them to undertake a great deal of both 
small and large scale construction work. Hav- 
ing regard to the impact of defence on con- 
struction materials and skills I must again 
urge the provinces and municipalities to 
review particularly their capital and con- 
struction programs in the light of the general 
public interest. 


Of the public at large, consumers and pro- _ 


ducers, farmers and merchants, businessmen 
and labour, I ask for restraint and good’ sense 
in all economic matters. I come back again 
to the fundamental importance of increasing 
efficiency and output. Statistics and charts 
in the white paper I have tabled indicate 
that there has been no measurable increase 
in per capita productivity during the past five 
years. This can be explained by the larger 
proportion of children and old people in our 
population. But if we are to carry greatly 
increased defence costs without having a 
definite fall in our standards of consumption 
we shall have to do better than this—we shall 
all have to work harder and longer. 
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Greater output, however, is not just a 
matter of each of us working harder or 
longer. Productivity is also a reflection of 
efficient business management, and it calls 
for mutual confidence and the best possible 
working relationships between management 
and labour. 

There is also urgent need for a higher 
volume of new saving, to cover the increase 
in capital investment which is in prospect, 
and to restrain the rising trend in consumer 
spending. This is certainly one of the best 
ways of reducing the intensity of competition 
for the use of labour and materials, and so 
reducing the upward pressure on prices. It is 
to the interest of every Canadian to make the 
maximum effort to save, or to increase the 
level of his saving, as a direct contribution to 
the avoidance of inflation and the successful 
prosecution of the defence program. The 
money saved can be used to buy Canada: 
savings bonds, or to pay off the mortgage on 
his house or farm more rapidly, or to speed 
up the repayment of other debts, or to: 
increase his savings in any other form that 
suits his individual circumstances. The 
important thing is to achieve an increase in 
aggregate saving up to a level at least equal 
to the new capital investment which we shall 
have to make this year. 


Government Accounts: 1950-51 

Turning now to a brief review of the gov- 
ernment’s accounts, may I again call the 
attention of hon. members to the detailed 
statements relating to these accounts in the 
white paper to which I have already referred. 
Of course it will be some time before the 
final figures for the year just ended will be 
available, and the figures I shall be using 
must, therefore, be regarded as preliminary 
and subject to revision. 

In my statement to the house last Sep- 
tember, I estimated our expenditure at $2,654 
million and our revenue at $2,669 million. 
It now appears that our actual revenues for 
1950-51 were about $3,105 million, our expen- 
ditures about $2,902 million, and as a con- 
sequence our budgetary surplus about $203 
million. 

The most notable feature of our financial 
operations has been the extraordinary buoy- 
ancy of our revenues, which reached an all- 
time peak and exceeded our estimates by 
$436 million. Our revenue, as hon. members 
are aware, is highly sensitive to variations 
in our production, trade, incomes and prices, 
and the unprecedented collections for the 
fiscal year are essentially a reflection of the 
high rate of economic activity generally 
during 1950, which began to accelerate in 


April and May, and moved upward, much 
more rapidly after the outbreak of hostili- 
ties in Korea. 


Direct taxes, which include personal and 
corporate income taxes and succession duties, 
yielded $257 million more than a year ago 
and account for half our total revenues. 
Indirect taxes, which include all customs 
and excise, have also shown a marked 
increase, yielding $201 million more than in 
1949-50, and forty per cent of the total. 

The greater yield from direct taxes is 
primarily the result, on the one hand, of 
increased employment and higher incomes, 
and, on the other, of higher corporate profits 
earned during 1950. The record yield of 
$800 million from corporation income tax 
reflects in part the increase in corporate 
profits I have already discussed, in part the 
higher rates of tax imposed last September, 
and in part the provision introduced last 
year whereby private companies were 
allowed to capitalize their undistributed 
income on hand at the end of the 1949 taxa- 
tion year upon payment of a tax of 15 per 
cent. As I said in my budget speech of 
March 28, 1950, it was impossible to predict 
what revenue would accrue from this 15 
per cent tax, as no one could tell how many 
companies would take advantage of the new 
provision in the fiscal year. In fact, more 
than $90 million of tax has been paid by 
private companies under this provision. 

The increased yield from indirect taxes 
is due, for the most part, to a larger volume 
of sales of consumer goods and services at 
higher prices, and, in lesser degree, to the 
impact of the additional commodity taxes 
introduced last September. 

Our higher revenues are also the result of 
constantly improving efficiency in the Depart- 
ment of National Revenue. During the past 
two or three years a particularly good job 
has been done in streamlining procedures, 
speeding up assessments, and cleaning up 
arrears, as well as taking prompt and salutary 
action ‘against fraudulent tax evaders. For 
this good work I should like to tender my 
particular thanks to my colleague the Minis- 
ter of National Revenue (Mr. McCann) and 
his staff of senior officials. 

I will not go into details of non-tax 
revenues or special receipts except to report 
on one item. Post office revenues have risen, 
but operating costs have also increased, with 
the result that on the usual basis, without 
adjusting for certain services rendered free 
or below cost to other departments and 
certain services or accommodation received 
without charge to it, the post office showed 
an operating deficit for the year. Details 
of all other items of non-tax revenues and 


8 


special receipts which amount to $234 million 
will be found in the white paper. 


Apart from the following three items, our 
estimates of expenditure have proved to be 
fairly close to the actual results for the fiscal 
year. 


The house will recall that in my budget 
statement of September 7 I set a figure of 
$100 million for our estimated expenditures 
under the $300 million vote for the supply 
of military equipment and related services 
for our own use and for the use of our north 
Atlantic allies. I indicated at that time that 
this sum might be exceeded, and that indeed 
our aim would be to expedite this program 
by all possible means. We now expect that 
when the accounts for the year are closed 
they will show that we have made defence 
equipment, valued at $195 million, available 
to our north Atlantic friends, and con- 
sequently $95 million of the excess of our 
expenditures over our forecast may be 
attributed to this factor. Almost the whole 
of the remaining difference is accounted for 
by the two special items included in the 
further supplementary estimates for 1950-5] 
which were not foreseen last September, 
namely, the $65 million payment authorized 
to be made to the Canadian wheat board, and 
the special contribution of $75 million to 
offset in part the reported deficit in the 
superannuation account. 


The most significant single feature of our 
expenditure has been the increase in national 
defence. Expenditures for the services and 
for defence research increased by about $190 
million, and in addition, as I have already 
noted, supplies valued at $195 million were 
made available to our partners under the 
north Atlantic treaty. In all, our defence 
expenditures increased by $388 million to a 
total of $773 million. This amount is more 
than double the total defence outlay for the 
preceding year, and represents more than a 
quarter of all our expenditures for 1950-51. 


In addition to the increases already 
mentioned, there was an increase of $22 
million in payments for family allowances, 
old age pensions and pensions to the blind, 
and an increase of $20 million in the various 
payments to the provinces; but these were 
more than offset by reductions and savings 
in other items. 

For example, there were significant reduc- 
tions in expenditures for interest on the 
public debt, veterans benefits and govern- 
ment-owned enterprises. The saving of over 
$14 million in interest on public debt was 
due to the successive reductions in the debt 
which we have been able to achieve during 
the last five years. That of almost $19 million 
in veterans benefits is attributable to 


decreases in payments of rehabilitation 
benefits, war service gratuities and _ re- 
establishment credits. The reduction of $44 
million in the charges for government-owned 
enterprises is due primarily to the sharp 
decrease in the deficits of the Canadian 
National Railways. Further decreases were 
due to the absence of any item comparable 
to the charges in the 1949-50 accounts for 
the assumption by Canada of part of the 
Newfoundland debt or for the write-down of 
certain of our active assets to non-active 
account. There were also other savings, and, 
for particulars of some of these I would refer 
hon. members to the comparative tables of 
expenditures given in the white paper. 


Following the practice of recent years, I 
have again provided for an addition of $75 
million to the reserve for possible losses on 
our active assets. At March 31 loans, invest- 
ments and other assets amounting in the 
aggregate to over $5,890 million were carried 
on the books as active assets. The reserve 
held against these amounted to $396 million, 
representing approximately seven per cent of 
the total. This I believe is a not unreasonable 
provision. 

In summary, our revenues for the year 
just ended were $525 million more than for 
the preceding year, and while our expendi- 
tures also increased by $453 million we were 
nevertheless able to achieve a surplus of $203 
million or $72 million larger than that of the 
year 1949-50. This surplus has involved a 
corresponding reduction in the net debt of 
Canada, and brings to $1,980 million the 
amount by which the government has been 
able to reduce the net debt during the past 
five fiscal years. I am sure it must be gratify- 
ing to hon. members, as it is to me, that we 
have been able to reduce our net debt by this 
substantial amount—an amount which is 
approximately equal to the increase in our 
debt during the first three and a half years 
following the outbreak of war in 1939. 


I should also like to direct the attention of 
the house to that part of our financial opera- 
tions which lies outside the budget proper. 
Cash receipts from and cash payments to the 
public are more significant factors than 
budgetary revenues and expenditures in 
appraising the full effects of governmental 
financial transactions upon the Canadian 
economy. With this in mind I would like to 
refer briefly to those items in our budgetary 
revenue and expenditure accounts that do 
not involve the receipt or payment of cash, 
and also to those other cash receipts and 
disbursements which are outside the bud- 
getary accounts but which must be taken into 
account in order to appraise our over-all cash 


position. 


In addition to the provision for our general 
reserve and the usual interest credits and 
government contributions to annuity, pension 
and similar accounts, we have had the trans- 
fer to revenue of the excess provision for the 
refundable portion of the excess profits tax, 
the special government contribution to the 
civil service superannuation account, and the 
revaluation of our sterling and United States 
dollar assets and liabilities. Moreover, the 
transfer of existing stocks of equipment to 
our north Atlantic allies under the Defence 
Appropriation Act has not involved 
immediate cash disbursements. While 
during 1950-51 equipment valued at $195 
million was transferred, disbursements for 
replacements amounted to only $20 million. 
When we take account of the above items and 
other cash receipts which do not constitute 
revenue in the budgetary sense, we find that 
a total of $792 million in cash was available 
during the fiscal year. Against this we must 
take into account the substantial disburse- 
ments we have to make during the year 
which are not budgetary expenditures. The 
largest and most significant of these were the 
advances to the foreign exchange control 
board to acquire gold or United States dollars. 
These amounted to $475 million. We have 
also made substantial loans to the Central 
Mortgage and Housing Corporation and to 
veterans under the Veterans Land Act for 
housing and settlement purposes. In the 
aggregate cash payments amounting to $612 
million for loans and investments and other 
non-budgetary purposes which would other- 
wise have required additional borrowing were 
made out of available cash resources. This 
left an over-all cash surplus of $181 million. 
By using this amount and by letting our cash 
balances run down by $25 million, securities 
amounting to $90 million were acquired for 
the unemployment insurance fund and cer- 
tain investment portfolios of the government, 
and in addition we were able to retire out- 


_standing funded debt to a total amount of 


$116 million. 

I shall not take the time of the house to 
discuss the balance sheet of Canada or 
explain the principal changes in our asset 
and liability accounts. Perhaps I should 
say, however, that the net debt of Canada 
at March 31, 1951, as presently estimated, 
was $11,441 million, that our total unmatured 
funded debt at the same date was $15,027 
million of which less than 3 per cent is pay- 
able in London or New York, that the aver- 
age coupon rate on this funded debt was 
unchanged at 2-60 per cent, and that our 
total public debt charges for the year 1950-51 
amounted to $439 million, a decrease of about 
$12 million from the previous year. 
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Financing Operations 


Financial operations during the fiscal year 
included the redemption or refinancing of a 
heavy volume of matured or called bond 
issues in addition to the normal refunding of 
various issues of short-term securities. 


In regard to our funded debt payable in 
Canada, the amount of our obligations, 
including refundable taxes, which matured 
or were called during the year, was no less 
than $3,771 million. We met $3,245 million 
of this amount by refunding or conversion 
into new issues, and $467 million by new 
borrowing in the form of Canada savings 
bonds and deposit certificates. The remain- 
ing cash required, $59 million, came from 
our cash surplus. After taking into account 
$22 million arising out of certain non-cash 
transactions, funded debt payable in Cana- 
dian dollars was reduced by $81 million 
during the fiscal year. 


Our funded debt payable in United States 
dollars decreased by $74 million during the 
year. Of this amount $55 million resulted 
from the redemption on October 1, 1950, of 
an issue of 4 per cent bonds outstanding in 
the amount of $100 million (U.S.), which was 
refinanced in part by the issue of 23 per 
eent twenty-five year bonds in the amount 
“of $50 million. This issue which was sold 
at par established a new low record for the 
cost of borrowing in the United States market 
by any foreign government. In addition, 
there was a reduction of $19 million in our 
United States dollar debt reflecting the 
change in the exchange rate resulting from 
the freeing of the Canadian dollar in Sep- 
tember, 1950. 

Our funded debt payable in sterling 
decreased by $5-7 million. This was in part 
due to the redemption of $2-9 million regis- 
tered stock on May 1, 1950, and in part 
reflected the change in the exchange rate. 

Thus, the over-all reduction in our funded 
debt during the year was $161 million, of 
which cash payments accounted for $116 
million and exchange revaluations and 
adjustments for the balance. 


Forecast of Revenue and Expenditure, 
1951-52 

I now come to a consideration of our 
revenue and expenditure prospects for the 
new fiscal year, 1951-52. The main estimates 
which I laid before the house on March 12 
provided for expenditures of $3,587 million. 
Of this amount $1,664 million is for defence, 
or approximately $893 million more than 
the estimated outlay for defence during the 
year just ended. The total estimate for our 
non-defence programs for the new fiscal 
year is $1,923 million. However, there will 


as usual be supplementary estimates. On 
the other hand there will be offsets to these 
supplementary estimates. We shall spare 
no effort to achieve the maximum possible 
economies. Inevitably in any program of 
this magnitude there will be shortfalls in 
expenditures as compared with the estimates. 
The total amount of these savings is most 
difficult to forecast, particularly in a time of 
rising costs and prices but I am confident 
that it will be fairly substantial. Taking all 
relevant factors into consideration, my best 
estimate is that our total expenditure during 
the present fiscal year will be of the order 
of $3,700 million, and I propose to budget on 
that basis. 


On the revenue side, I base my forecast 
on the expectation I have noted earlier—that 
our gross national product will reach $20 
billion. Should production and incomes con- 
tinue to rise beyond that level—as well they 
might—I should expect my forecast to be 
more than realized. Should they go not quite 
that high, our revenues could fall short of the 
estimates I am now submitting. 

However, on the basis of these assump- 
tions I would expect that if we were to make 
no changes in our present tax laws, our total 
revenue would rise to about $3,325 million 
during the fiscal year. I have had the usual 
table prepared showing a comparison of the 
revenue forecast for 1951-52 with the prelim- 
inary figures for the year just closed, and for 
the convenience of hon. members and others, 
I ask the consent of the house to have this 
table printed in Hansard. 


Forecast of Revenue 
(Before tax changes) 


Fiscal year 
1950-51 
Fiscal year (Actual 
1951-52 pre- 
(Forecast) liminary) 
(In millions of dollars) 
Customs import duties .... $ 315-0 $ 298-0 
Excise dutiesit: .25.4), 2). An . 245-0 245-0 
Sales taxes; (net); 2. ...128.. cr 495-0 459-1 
Other excise taxes ......... 238-0 215°9 
Other taxes 
Individuals Vike. eee 785-0 652-0 
CorporationsiAn sani dente 850-0 800-0 
Interest, dividends, etc. .. 60-0 62-0 
Excess profits taxes...) « Ae kte 10-0 
Succession duties .......... 40-0 34:0 
Miscellaneous taxes ........ 5-0 4-9 
Total tax revenues ....... $3,033 -0 $2,780-0 
Non-tax revenue ........... $ 242-0 $ 231-8 
Total ordinary revenue .. $3,275-0 $3,012-7 
Special receipts and credits 50-0 92-6 
Grand total revenue ..... $3,325 -0 $3,105-3 


With estimated expenditures of $3,700 mil- 
lion and prospective revenues of $3,325 
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million it would appear that in the absence 
of any tax changes we would have a 
budgetary deficit of $375 million in 1951-52. 
However, before dealing with the tax changes 
which I shall recommend, I would like to 
refer to our prospective cash position and 
those extra budgetary cash receipts and dis- 
bursements which are so important from the 
economic standpoint in their impact upon 
our economy and in appraising the real 
significance of our financial operations for 
the year. 


To this prospective budgetary deficit of 
$375 million we must add our probable cash 
disbursements for other than budgetary 
expenditures. In the replacement fund set up 
under the Defence Appropriation Act there 
is a balance of $175 million which is now 
available to the Department of National 
Defence for cash expenditures for the pur- 
pose of replacing existing stocks of defence 
equipment transferred to our north Atlantic 
allies during the fiscal year just ended. 
During the new year additional transfers to 
our allies are expected, but substantial cash 
disbursements for replacements will also be 
made, and these disbursements are likely to 
exceed the transfers to the replacement fund, 
although the actual amount of the excess is 
difficult to forecast. In addition, we shall in 
all probability require about $60 million for 
housing loans, possibly $15 or $20 million 
for Veterans Land Act advances, and there 
will undoubtedly be other loans and invest- 
ments. Offsetting these will be the cash 
receipts in the annuity and pension funds 
and in the various trust and other accounts, 
including repayments of loans and advances 
made in previous years. All in all, I expect 
that our total non-budgetary cash disburse- 
ments will somewhat exceed our total non- 
budgetary cash receipts. This is apart from 
any transactions in our own securities, and 


possible advances to or repayments by the 


foreign exchange control board resulting from 
changes in the size of our exchange reserves. 
It is, of course, not possible to forecast with 
any degree of assurance the extent of any 
change in these exchange reserves and I 
shall not attempt that hazardous exercise. 
From what has been said, however, it seems 
apparent that unless the repayment of 
advances by the foreign exchange control 
board equals the net excess of non-budgetary 
cash disbursements over non-budgetary 
receipts, our over-all cash deficit, assuming 
no changes in our present tax structure, 
would exceed the estimate of our budgetary 
deficit I have already given. 


Tax Policy 


I said a moment ago that we face a pro- 
spective deficit of $375 million. The first ques- 
tion is, what shall we do about it? In my 
mind, and I think in the mind of every hon. 
member, the answer is clear and must be 
unequivocal. No person with any sense of 
financial responsibility and having a clear 
view of our circumstances and our prospects 
could do other than conclude that we must 
increase our revenues by at least the amount 
of the deficit, that we must balance the 
budget, that we must follow a strict pay-as- 
we-go policy. 

There is, of course, a certain arbitrary ele- 
ment about budget statistics. We do our 
budget arithmetic in terms of separate periods 
of time—the fiscal year. In reality the stream 
of income and the stream of expenditure are 
continuous though always changing. In some 
months the inflow exceeds the outflow, in 
others the process is reversed. Since the 
summer of 1950 the volume of flow in both 
streams has been steadily rising, though at 
varying rates. A year ago our total expendi- 
tures were $2-4 billion, in the year just closed 
they were $2-9 billion, this year they will be 
$3-7 billion. It will be clear that during the 
last few months of the past year the flow of 
expenditure was at a rate considerably above 
$2-9 billion a year, and during the last half 
of this fiscal year it will probably be running 
at a rate of about $3-9 billion a year. 


It is my duty, therefore, to seek new 
revenues which will produce actual addi- 
tional receipts of about $400 million in this 
fiscal year, but which will be yielding at a 
rate of about $600 million a year during the 
last six months of the year. 


The next question is one of ways and 
means. It is generally agreed, I think, that 
we have an excellent basic tax structure. We 
arrived at this basic structure through a series 
of changes completed in 1948 and 1949. It 
consists of a well balanced blend of personal 
income taxes, corporation income taxes, 
succession duties and commodity taxes. The 
commodity taxes in turn comprise customs 
duties, the so-called general sales tax and the 
special excise taxes. This structure was 
designed to be simple and flexible, one that 
could be readily adapted by moderate changes 
in rates or in coverage to meet any reasonable 
scale of peacetime requirements. 


I am reluctant to believe that we must 
inevitably face budgets of $4 billion or more 
for any considerable succession of years. 
There is still a possibility that reasonable 
solutions of the present international tensions 
may be developed. In another year’s time we 
should have a clear view of the prospects. 
I have, therefore, decided not to recommend 


any major reconstruction of our tax system 
this year but instead to meet our current 
requirements by a series of simple but ade- 
quate surcharges on several existing taxes 
and also to widen the coverage of our special 
excise taxes. I think that over the shorter 
run this method of defence surcharges will 
produce the necessary revenue with the least 
difficulty and inconvenience. If our optimistic 
hopes are realized it will be easy to reduce 
these surcharges or to drop them entirely, but 
I want to add that if it becomes clear that we 
are in for a long pull at these high levels of 
expenditure some major changes in the exist- 
ing tax structure may have to be devised. 
My tax proposals, therefore, must be regarded 
as an interim policy for the period of the 
current year. 

In proposing tax changes in times like these 
we must give consideration to the effects of 
the inflationary forces at work. Our principal 
economic objectives at this time must be 
greater efficiency, greater output, less non- 
. essential capital investment, moderation in 
consumer spending, and an increase in 
personal savings. At the same time we would 
all wish to retain as free and as flexible an 
economic system as possible. Taxes operate 
on the economic system by diverting part of 
the income stream and by altering price 
relationships, and they have the effect of 
varying the intensity of incentives to produce 
and to spend or save. Any tax change will 
have some effect on incentives, or on spend- 
ing, or on saving. Our problem is to get a 
good balance between taxes on earnings and 
taxes on spending. Taxes on spending, that 
is, taxes on commodities, do not adversely 
affect incentives to produce. In the case of 
taxes on commodities, government revenue 
is obtained not by reducing private income, 
but by placing a surcharge on _ private 
expenditure of certain kinds. This type of 
taxation has the advantage that it does not 
adversely affect the incentive to earn income, 
that is, to produce, and it does offer the con- 
sumer some choice as to whether he will 
spend, and pay the tax, or whether he will 
save and to that extent avoid the tax. 

As I said earlier, the three principal 
inflationary forces presently at work in 
Canada are the rising prices outside Canada, 
the domestic capital investment boom which 
shows no signs of abating, and the fact that 
consumer spending power is outrunning the 
flow and production of consumer goods and 
services. There is little we can do about 
rising external prices, but we can do a good 
deal about the two domestic pressures and 
we have already done a good deal. 
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Consumer expenditures are being restrained 
by consumer credit regulations, as well as by 
the higher taxes introduced last September, 
and will be further affected by the higher 
taxes I shall be proposing a little later this 
evening. Taken together we think that these 
measures are adequate to the circumstances. 

Heavy capital expenditures, on the other 
hand, are providing the most severe internal 
pressure and all signs point to increasing 
pressure from this source. In 1950 they were 
much more than double 1946 and 50 per cent 
above 1947. The reported capital expendi- 
ture plans for 1951 indicate intentions to 
increase them by a further 15 per cent over 
1950, but it may be doubted whether such 
an increase is physically possible. 

Capital expenditures are much more 
difficult to hold within bound's. Monetary and 
credit policies are having a restraining effect, 
but a large proportion of business corpora- 
tions still have a highly liquid position and 
to that extent are less affected by these finan- 
cial controls. The increases in corporation 
income taxes which I shall be proposing will 
drain. off substantial amounts of corporate 
profits but the total volume of profits remain- 
ing in corporate hands will still be sufficient 
to maintain and, in some cases, to increase 
the capacity of corporations to plan additional 
capital investment without recourse to 
borrowed funds. Ordinarily this is a good 
thing both for the corporations and! for the 
country, but under present conditions all 
expenditures of this sort that are not essential 
should be postponed. 

Steel and related controls will place con- 
siderable restraints on less essential capital 
expansion, but they will not directly affect 
certain kinds of investment. In fact they 
could have the result of intensifying com- 
petition for such other materials and labour 
as are available. To embark upon all-out 
direct construction control would be an almost 
impossible task, as the experience of 1944-45 
indicated. 

What we need is a stiff financial deterrent 
that will affect particularly the businessman 
who is considering the kind of investment 
which is attractive, not because of its long- 
term soundness, but because it can be written 
off out of the expected high profits of the next 
few years at a time when he expects the 
rate of corporate income tax to be abnormally 
high. 

To provide this deterrent it is proposed to 
defer for a period of four years the right to 
charge depreciation on all capital assets 
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acquired after April 10, 1951, excepting cer- 
tain classes of assets defined in the regula- 
tions and certain additional kinds of assets 
when certified as eligible by the Minister of 
Trade and Commerce. 


The principal classes of assets which will 
still be eligible for current depreciation with- 
out a certificate will be those acquired 


(a) for the production and distribution of 
electricity, gas and water; the provision of 
telegraph and telephone services; pipe lines, 
gas and oil well equipment; lumbering equip- 
ment; patents and franchises. 

(b) for use by individuals in farming, fish- 
ing, or a professional service. 


The principal kinds of assets in respect of 
which the Minister of Trade and) Commerce 
will be authorized, in his discretion, to issue 
certificates of eligibility for current deprecia- 
tion will be those necessarily acquired for 

(a) defence purposes; 


(bo) the production 
primary products 
mining, petroleum, 
paper industries; 

(c) direct use in a transportation or com- 
munication business. 


Wnder the proposal, the right to charge 
depreciation as an expense is deferred, not 
cancelled or even diminished. For example, 
$10,000 of ineligible assets acquired after 
April 10, 1951, will earn no depreciation for 
tax purposes during the next four years; but 
in 1955 it can be transferred to the depre- 
ciable asset account at its full original cost. 
If it is a type of asset that can be written off 
in, say, 10 years, it will be written off in 
1955-64 instead of in 1951-60. 

The deterrent will particularly affect the 
businessman whose decision to make a capital 
expenditure is strongly influenced by the 
expectation that he can write off a large 


and distribution of 
in the farming, fishing, 
lumber and pulp and 


fraction of his cost at a time when both profits: 


and tax rates are abnormally high, par- 
ticularly if it is a kind of investment with 
uncertain profit-making possibilities six or 
eight years hence. In other words it will 
compel the businessman to give primary 
attention to the long-term prospects of pro- 
posed capital expenditures and if outside 
financial participation is required lenders will 
also take this view. 

There will, therefore, be a stiff deterrent on 
projects of uncertain long-run value and also 
on capital expenditures on frills, gadgets and 
generally “dressing up” offices, stores and 
buildings. This deterrent should reduce the 
competitive scramble for scarce materials 
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and equipment and thus place less strain on 
direct controls. Such materials and equip- 
ment will tend to go to those who can make 
the best long-term use of them. Bidders 
who are anticipating short-run quick profits 
will tend to withdraw from the market. One 
further advantage is that the government will 
not be telling anyone that he cannot do this 
or that. What will happen is that a financial 
penalty will be put, in the short run, on 
those who go ahead with less. essential 
expenditures. 

These revised depreciation regulations will 
go into effect immediately and will apply to 
all capital assets acquired after April 10, 
1951. A copy of the regulations which have 
been approved by the governor in council 
will be tabled at the close of my address and 
my colleague, the Minister of Trade and 
Commerce, will be issuing an explanatory 
statement within a day or two. 

I turn now to my proposals for tax 
changes for this year. 

The field of the corporation income tax 
is a difficult one, and one which I have to 
approach with a particularly keen sense of 
responsibility for the real national interest, 
because the general public does not, I am 
afraid, fully understand the implication of 
these taxes. It would be only too easy to 
take a superficially popular line and increase 
these taxes to a point which while yielding 
large immediate revenues would do grave 
damage in the longer run to the economy as 
a whole. 

I shall not repeat what I said about the 
excess profits tax last September. I still 
believe that it is not a sound tax except under 
very special circumstances, and I do not 
believe we have reached that point. <A part 
of what I said about the excess profits tax, 
namely, that it blunts the goad to efficiency 
and that it invites waste, applies also to high 
rates of corporation income tax. It is, of 
course, a question of degree. I say quite 
frankly, however, that I am not happy about 
corporation tax rates when they go over 50 
per cent. I think it is bad psychology to 
permit people to say that more than half of 
any income earned, or any savings made will 
go to the government. 

There is also the point that corporation 
taxes involve double taxation; we tax the 
corporation on its profits, and then we tax 
the shareholder again on his dividends. 
Moreover, we have always relied on undis- 
tributed corporation profits to provide a large 
fraction of the capital required for expansion 
of our industries. At this juncture in our 


affairs, with heavy capital investment con- 
tributing to inflationary pressure, I shall not 
be too much concerned if higher tax rates 
leave less for reinvestment, but in the long 
run it is a good thing for the country that 
business should grow. out of reinvested 
profits. 


Having weighed all these factors I have 
come to the conclusion that the right policy 
at this time is to impose a defence surcharge 
of 20 per cent on all corporation income tax 
payments in respect of income earned after 
January 1, 1951, in addition to the 5 per cent 
higher tax rate imposed last September. This 
20 per cent surcharge will apply only to 
profits now taxed at the 38 per cent rate. It 
will not apply to the rate of 15 per cent which 
applies to the first $10,000 of profits. 


I am conscious of the fact, however, that 
this 20 per cent surcharge will weigh very 
heavily on those kinds of companies which 
for a variety of reasons, public control of rates 
or otherwise, are never able to earn more 
than a very modest rate on their capital. To 
such companies the next few years can offer 
little expectation of increased profits, yet 
many of them are engaged in activities which 
will require them to raise very large sums 
of additional capital for essential expansion. 
If we are not to cripple their borrowing 
capacity we must not cripple their capacity 
to earn their normal profits after tax. For 
these reasons I propose that the 20 per cent 
defence surcharge shall not operate so as 
to reduce the net income after federal tax, 
but before any provincial income taxes, of 
any company to a point below a five per cent 
return on capital employed. 

Apart from this abatement the effect of 
the 20 per cent defence surcharge is to raise 
the rate of tax on all profits over $10,000 
from 38 per cent to 45-6 per cent. It must 
be remembered that there are also provincial 
corporate income taxes. In the eight prov- 
inces with tax rental agreements it is five 
per cent, and in Ontario and Quebec it is 
seven per cent. This means that the mar- 
ginal rate of combined tax will be just over 
50 per cent in eight provinces, 52-6 per cent 
in Ontario and Quebec. 

If this 20 per cent defence surcharge were 
applied to all profits its yield would be about 
$115 million in this fiscal year, and about 
$170 million in a full year. The abatement I 
have mentioned will cause some reduction 
in this yield. On the other hand, we shall 
pick up some additional current revenue inci- 
dental to the policy I have announced regard- 
ing deferred depreciation. What this amount 
will be cannot be more than an informed guess. 
I am inclined to the view that this increased 
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revenue will be rather more than the loss 
from the abatement of the surcharge and I 
have, therefore, put down $116 million this 
year and $175 million in a full year as my 
increased revenue from the corporation 
income tax. 

There will in addition be a number of 
technical changes in the law covering cor- 
poration taxes, but mone of these will have 
any significant economic or budgetary impli- 
cations. 

I turn now to the personal income tax. In 
line with my earlier statement that I wish 
to upset the present tax structure as little as 
possible this year, I am proposing to leave 
the exemptions and the percentage rate 
structure unchanged and rely upon a straight 
defence surcharge for the revenues we 
require. This surcharge will be 20 per cent 
on the amount of tax payable under the pres- 
ent rate structure and will take effect as 
from July 1, 1951. This means that the tax 
payable for the whole calendar year of 1951 
will be increased by ten per cent, but com- 
mencing July 1 all payroll deductions will 
be one-fifth greater than in the present 
deduction tables and all other pay-as-you- 
earn instalments will be increased by one- 
fifth. With the permission of the house I 
shall insert in Hansard at this point the usual 
tables illustrating the effects of this sur- 
charge. 


Present and Proposed Income Tax 
Single Taxpayer . 


Increase in Tax 

In a Full 
Income 1950 Tax 1951 Tax In 1951 Year 

$ $ $ $ $ 

i000 aes tes. ee cae oe sa Rane 
1,200 30 33 3 6 
1,500 75 83 8 15 
1,800 120 32 12 24 
2,000 150 165 15 30 
2,250 193 212 19 39 
2,500 235 259 24 47 
2,750 278 306 28 56 
3,000 320 352 32 64 
3,500 415 457 42 83 
4,000 510 561 51 102 
5,000 700 770 70 140 
7,500 1,270 1,397 127 254 
10,000 1,960 2,156 196 392 
20,000 5,960 6,556 596 1,192 
30,000 10,660 11,726 1,066 2,132 
50,000 21,814 23,995 2,181 4,363 
75,000 37,264 40,990 3,726 7,453 
100,000 53,714 59,085 bypyal 10,743 
200,000 126,414 139,055 12,641 25,283 
400,000 283,114 311,425 28,311 56,623 

Note: In calculating the above taxes it has been 


assumed that all incomes up to $30,000 are entirely 
earned incomes, and that incomes of more than 
$30,000 include income of that amount and additional 
investment income to make up the total. No account 
has been taken of the 10 per cent tax credit for 
dividends from Canadian corporations. 


Present and Proposed Income Tax 
Married Taxpayer—No Children 


Increase in Tax 

In a Full 
Income 1950 Tax 1951 Tax In 1951 Year 

$ $ $ $ $ 

ZOO Pes Lae, ee A ee > oe Le 
2,250 38 42 4 8 
2,500 75 83 8 15 
2,750 113 124 a1 23 
3,000 150 165 15 30 
3,500 235 259 24 47 
4,000 320 S52 32 64 
5,000 510 561 51 102 
7,500 1,030 1,133 103 206 
10,000 1,660 1,826 166 332 
20,000 5,510 6,061 551 1,102 
30,000 10,160 11,176 1,016 2,032 
50,000 21,264 23,390 2,126 4,253 
75,000 36,664 40,330 3,666 7,333 
100,000 53,064 58,370 5,306 10,613 
200,000 125,714 138,285 IZ STL 25,143 
400,000 282,364 310,600 28,236 56,473 

Note: In calculating the above taxes it has been 


assumed that all incomes up to $30,000 are entirely 
earned incomes, and that incomes of more than 
$30,000 include income of that amount and additional 
investment income to make up the total. No account 
has been taken of the 10 per cent tax credit for 
dividends from Canadian corporations. 


Present and Proposed Income Tax 


Married Taxpayer with Two Children 
Eligible for Family Allowances 


Increase in Tax 

In a Full 
Income 1950 Tax 1951 Tax In 1951 Year 

$ $ $ $ $ 

eC sU0 Ie, Wet tete deka ee bccrcpn. Cae ee 
2,400 15 ay zZ 3 
2,500 30 33 3 6 
2,750 68 75 7 14 
3,000 105 116 11 21 
3,500 184 202 18 37 
4,000 269 ° 296 27 54 
5,000 453 498 45 91 
7,500 964 1,060 96 193 
10,000 1,582 1,740 158 316 
20,000 SUSY) 5,913 538 1,075 
30,000 10,010 11,011 1,001 2,002 
50,000 21,099 23,209 2,110 4,220 
75,000 36,484 40,132 3,648 7,297 
100,000 52,869 58,156 5,287 10,574 
200,000 125,504 138,054 12,550 25,101 
400,000 282,139 310,353 28,214 56,428 

Note: (1) The above figures show the actual 


income tax liability of a taxpayer with family 
allowance children but in order to arrive at his 
true net position the amount of family allowances 
received for his children must be offset against his 
tax liability. 


(2) In calculating the above taxes it has been 
assumed that all incomes up to $30,000 are entirely 
earned incomes, and that incomes of more than 
$30,000 include income of that amount and additional 
investment income to make up the total. No account 
has been taken of the 10 per cent tax credit for 
dividends from Canadian corporations. 


When hon. members have an opportunity 
to study these tables they will find, for 
example, that the married man with no 
children earning $2,500 will have his tax 
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increased by something less than 30 cents a 
week. The $5,000 a year man will pay an 
additional $8.50 a month; the $10,000 a year 
man will pay an additional $28 a month, and 
so on. Starting July 1 every taxpayer will 
pay a rate one-fifth higher than he has been 
paying. This 20 per cent defence surcharge 
on personal incomes should yield $85 million 
this year, and $158 million in a full year. 


There will be a number of other amend- 
ments to the Income Tax Act. 


Authority will be requested for a simplified 
income tax system for members of the armed 
forces under which their full income tax 
liability in respect of service pay may be 
met by appropriate deductions from their 
monthly pay. 


Expenditure on 
allowed 
expenses. 


Provision will be made for the deduction, 
in computing income from wages and salaries, 
of professional membership dues andi certain 
other cost iteris where the professional status 
is required to be maintained by the terms of 
the employment or where such costs are 
required by the contract of employment to 
be assumed by the employees. Similarly, 
provision will be made for the deduction of 
union dues. 


The 15 per cent tax on undistributed 
income of private companies will be made 
available to all companies, but the right of 
controlled companies to pay in respect of 
surpluses accumulated: from 1950 onward will 
be withdrawn. 


The right of corporations to file consoli- 
dated returns will be withdrawn in respect 
of taxation years ending after December 31, 
1950. 

The special provisions regarding explora- 
tion expenses incurred by mining and oil 
companies will be extended for a further 


certain drugs will be 
in computing deductible medical 


year. 


Minor adjustments will be made in respect 
of lump sum accumulations of income 
received in a year, investment counsel fees, 
charitable foundations, farm losses and 
“related companies”. 

A few other technical amendments will be 
contained in the bill but I need not refer to 
them at this time. As hon. members will 
note, some of the above amendments will 
increase revenue and others will decrease it. 
On balance I estimate a net increase in 
revenue from all these items of about $10 
million. 

I turn now to our third broad field of taxa- 
tion, that of commodity taxes. 
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We propose to make no changes in the 
present scale of taxes on alcoholic beverages. 
Last September we increased these taxes by 
$22 million a year. The rates are now high, 
and I am aware that whenever we change 
these taxes we impose a good deal of incon- 
venience and some confusion upon the pro- 
vincial authorities. 


We propose, however, to increase the taxes 
on cigarettes and on manufactured tobacco. 
The cigarette tax is now $10 per thousand, 
and I am recommending an increase of $1.50 
or a total of $11.50 per thousand, effective 
midnight tonight. This change will yield us 
$21 million this year and $26 million in a 
full year. 


For some years now we have had a tax on 
cigarette papers and cigarette tubes which 
are used by those who “roll their own”. This 
tax has become difficult to administer. I 
propose to repeal this tax and substitute for 
it a higher tax on manufactured tobacco. To 
keep a reasonable proportion between the 
' traditional relationship between the taxes on 
cigarettes and tobacco I am recommending 
an increase of 48 cents a pound on manu- 
factured tobacco. A proportionate increase 
is also proposed with respect to the tax 
on raw leaf tobacco. I estimate that these 
changes will give us an additional $8 million 
this year and $9 million in a full year over 
and above the loss of revenue on cigarette 
papers and tubes. , 

Next I come to what we call the special 
excise tax, that is the tax now imposed at 
a rate of 15 per cent on such things as 
motorcars, radios, household electric appli- 
ances, cameras, jewellery, cosmetics and 
so on. We propose that this tax be increased 
to a rate of 25 per cent. 

The house will also recall that last Sep- 
tember we deliberately decided not to place 
this special tax on refrigerators, stoves and 
washing machines. I regret that we can no 
longer afford to leave these entirely free of 
extra tax, and I am recommending that a 
tax at 15 per cent be levied on all mech- 
anically operated domestic refrigerators and 
washing machines and on all domestic cook- 
ing stoves except those designed to use coal 
or wood only. 

In September a tax of 30 per cent was 
imposed on all candy, confectionery and 
chewing gum. Experience has shown that 
this rate has been too severe, and its effects 
upon the industry have been out of propor- 
tion in comparison with other taxed indus- 
tries. We propose, therefore, to reduce this 
rate to 15 per cent. 

These, like. all other commodity tax 
changes, will be effective at midnight tonight. 

As usual I must give public notice that no 
claims for refund arising out of tax reduc- 


tions in respect of goods on which tax has 
been paid will be entertained by my col- 
league, the Minister of National Revenue. 

I estimate the increase from 15 per cent 
to 25 per cent in existing taxes after taking 
account of the reduction in the tax on candy 
will yield an extra $44 million this year and 
$54 million in a full year. The new items 
to be taxed at 15 per cent should produce 
about $16 million this year and $21 million 
in a full year. 

Finally I have given very careful thought 
to the so-called general sales tax. I say 
“so-called general sales tax” because it is 
really very far from being such. Our pres- 
ent sales tax has a very long list of exemp- 
tions. About ninety-five per cent of all foods 
are free of sales tax. All fuels and all building 
materials are exempt. I think it is safe to 
say that two-thirds of the average Canadian 
family’s total spending is not touched 
by the sales tax. Contrary to the frequent 
assertion, the sales tax does not strike a 
higher proportion of the expenditures of the 
low income group. Calculations based on 
recent family budget studies made by the 
dominion bureau of statistics indicate that 
in the lowest income groups only about one- 
quarter of total income is spent on goods 
subject to sales tax; at the $3,000 a year 
level about one-third of the family income 
is spent on goods subject to this tax. This 
33 per cent of income spent on taxed com- 
modities extends to beyond the $6,000 a year 
level. Only when incomes exceed $7,000 or 
$8,000 a year does the proportion of income 
spent on goods subject to sales tax start 
to decline, and this is just about the point 
where our income tax starts to become 
sharply progressive. To say that our sales 
tax is a harsh regressive tax simply is not 
true. 

If hon. members have succeeded in follow- 
ing my estimates of additional tax yields 
they will realize that my proposals so far 
leave me about $100 million short of my 
necessary objective of $400 million to balance 
this year’s budget. My range of choice to 
secure this remaining $100 million is really 
limited to more than doubling the increase I 
have already proposed in the personal income 
tax, which could only be achieved by a sharp 
lowering of exemption levels, or an increase 
in the sales tax. I do not say that we have 
reached the practicable limits of the income 
tax. Of course we have not. The new rates 
we are proposing are much below the peak 
rates of 1943 and 1944. But experience has 
shown that you cannot increase income taxes 
by too much in any one year without creating 
serious embarrassment to large numbers of 
people in all income groups, and without 
seriously affecting economic incentives. 
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I have therefore come to the conclusion 
that the sound thing to do from the economic 
point of view, and the fair thing at this time, 
is to increase the sales tax. I believe also 
that this is the choice that will be preferred 
by the great majority of our people. We are 
not recommending any change whatever in 
the coverage of the sales tax, but we are 
proposing that its rate be increased from 8 
per cent to 10 per cent, effective immediately. 
I estimate that this will yield additional 
revenue of $105 million this year and $125 
million in a full year. 


Finally, I have certain tariff changes to 
propose. The tariff negotiations which have 
been taking place at Torquay during the 
past six months have just been concluded. 
The purpose of these negotiations was to 
extend the Geneva and Annecy agreements 
for another three-year period, to increase 
the scope of these agreements by including 
more countries and a wider range of com- 
modities, and further, to arrange for addi- 
tional reciprocal concessions on _ products 
previously negotiated. The Canadian delega- 
tion has concluded negotiations, providing 
for further reciprocal concessions, with six- 
teen countries including the United States. 
It has been arranged between the countries 
represented at Torquay that the details of 
the agreements resulting from the negotia- 
tions will be announced by the participating 
governments on May 9. Consequently I am 
not in a position to review the results at 
this time. 


The budget resolutions relating to the 
customs tariff which I am tabling contain 
proposals to carry out certain recommenda- 
tions of the tariff board and to provide for 
reductions. in a number of duties which 
would lower costs of production in our great 
primary industries of agriculture, mining and 
fishing. Other changes proposed would 
achieve improvements in the wording and 
classification of several items so as to remove 
anomalies and to facilitate administration. 

Two years ago I referred the plastics and 
synthetic resin items in the tariff to the 
tariff board for inquiry and report. These 
items were last examined by the board in 
1937. In view of the rapid technical changes 
which have been taking place in this new 
and expanding industry, it is not surprising 
that the existing items in the tariff have 
become obsolete. Because of the highly 
technical factors involved and the com- 
plexity of the problem I felt it particularly 
desirable to have a thoroughgoing inquiry 
by the tariff board before recommending 
any action. The exhaustive examination which 
the board has undertaken is not yet com- 
pleted, but the board is of the opinion that 


there are certain special and pressing difficul- 
ties which should be dealt with at this time. 
Consequently the board has submitted an 
interim report in which it recommends the 
insertion of certain items into the tariff prior 
to submission of its full conclusions covering 
the whole of the synthetic resins and plastics 
field. I have included these recommenda- 
tions in the changes which I am proposing in 
the budget resolutions. The board’s recom- 
mendations are designed to achieve up-to- 
date provisions respecting both classification 
and rates. The rates recommended involve 
some increases and some decreases in exist- 


ing rates of duty. The reasons which led the 


board to recommend these readjustments are 
fully set out in its interim report which I 
am tabling with the budget resolutions. 


The other tariff proposals include changes. 
which would widen the application of certain 
items pertaining to farm equipment. They 
would provide for the free entry of such 
things as grain or hay driers, individual 
sprinkler irrigation systems and several items: 
of dairy equipment when for use on the farm. 
Most of these were recommended to the 
government in the brief submitted by the 
federation of agriculture. The free entry of 
these items would be of considerable assist- 
ance to our farmers and is in accord with the 
government’s policy, stated by my predecessor, 
Right Hon. J. L. Ilsley in his budget speech 
of 1944, regarding the free entry of farm 
implements and machinery. 


In respect of the fishing industry two 
changes are proposed. One would permit the 
free entry of diesel engines for installation 
in boats used exclusively for commercial 
fishing operations and the other would widen 
the provision for free entry of nets and lines 
to include nets and lines made of any 
material. Both my colleague, the Minister 
of Fisheries, and I have received many 
representations that these changes would be 
of significant assistance to the fishing 
industry. In view of the heavy dependence 


‘of the industry upon export markets it is 


in the general interest to reduce, wherever 
practical, tariff barriers which add to costs. 


The changes proposed in the customs tariff 
affecting equipment used in the mining 
industry would widen the existing provisions 
to permit the entry of unfinished parts of 
the equipment specified, at the same reduced 
rates as are now granted to the fully finished 
parts. In a number of cases the provisions 
would be extended to cover additional items 
of equipment used in mining operations. 

An amendment is proposed to the tariff 
item dealing with settlers’ effects. A number 
of countries from which we seek to obtain 
immigrants find it necessary, owing to the 
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shortage of exchange, to apply restrictions on 
the transfer of emigrants’ capital. These 
restrictions have operated as a deterrent to 
the movement of desirable immigrants into 
Canada. The new subsection which I am 
proposing to add would, in these cases, per- 
mit the free entry of settlers’ effects during 
a period of three years from the time of the 
settler’s first arrival. This would enable the 
settler to use his frozen capital to purchase 
and bring in from his country of origin such 
things as household effects, wearing apparel, 
tools of trade and agricultural equipment, 
after the settler has been here and has had 
an opportunity to decide what he and his 
family need most urgently. This new pro- 
vision should make it possible for many 
desirable immigrants to establish themselves 
more rapidly in productive activity in this 
country. 

Finally, I am proposing an amendment to 
tariff item 708. This would remove obsolete 
language and would enable the government 
to carry out reciprocal customs arrangements 
regarding certain matters with other signa- 
tories of the North Atlantic treaty. These 
would apply to supplies for defence establish- 
ments located in one another’s territory in 
accordance with jointly agreed plans for our 
common defence. 

The net effect of all these tariff changes on 
the total of all customs revenues will not be 
significant. 

I think it will be convenient to hon. 
members if I insert at this point a table sum- 
marizing the revenue effect of all these tax 
changes. 


Effect on Revenue of Proposed Tax Changes 


In Fiscal In a Full 
Year Year 
1951-52 
$ $ 
(millions) 
Personal income tax 
20 per cent surtax ... 85-0 158-0 
Corporation income tax 
20 per cent surtax and 
deferred depreciation 116-0 175-0 
Other income tax changes ... 10-0 10:0 
Sales tax 
Increase in rate to 10 
DEr cent i405. ANS. . 105-0 125-0 
Excise taxes 
Increase in 15 per cent 
‘rate to 25 per cent .. 52:0 63-0 
Reducing confectionery 
tax to 15 per cent .. -8:0 -9-0 
Net increase ....... 44-0 54:0 


In Fiscal In a Full 
Year Year 
1951-52 
$ $ 
(millions) 
New 15 per cent tax on 
refrigerators, stoves 
and washing machines 16-0 21:0 
Increase in cigarette 
PASS Pere erates Side ree we piel Ie y3 5 2620 
Increase in tobacco tax 14:0 17-0 ane 
Repeal of tax on cigar- 
ette papersi ss. 16%. o. -6°0 -8:0 
Net increase’. ....2. 8-0 9-0 
MLOLATHrcmee date visser 405-0 578-0 


———_— 


It will be noted that in a full year I expect 
to get an additional $185 million from cor- 
poration taxes, $158 million from personal 
income taxes and $235 million from commo- 
dity taxes. In this fiscal year, largely because 
of the three-month lag in income taxes, I 
expect to get $126 million from corporations, 
$85 million from personal income tax and 
$194 million from commodity taxes. 

As usual at this point I should like to insert 
another table showing a revised estimate of 
total revenues for 1951-52 after giving effect 
to the proposed tax changes. 


Revised Forecast of Revenue for Fiscal Year 1951-52 
Taking Account of Tax Changes 


Increase in 
revenue in 
Forecast fiscal year Revised 
of revenue 1951-52 forecast of 


from from revenue 
existing budget . for 
taxes proposals 1951-52 
$ $ $ 
(millions) 

Customs duties ..... 315-0 315-0 
Excise duties: .i..)... 245-0 tae 245-0 
Sales tax (net) »...«. 4950 105-0 600-0 
Other excise taxes 238-0 89-0 327-0 
Personal income tax 785-0 85-0 870-0 
Corporation income 

ied Neday cite Biss A hee 850-0 126-0 976-0 
Interest and 

CivVidenas rss. ss 60-0 60-0 
Succession duties ... 40-0 40-0 
Miscellaneous taxes . 5:0 5:0 
Total tax revenue.. 3,033:0 405-0 3,438-0 
Non-tax revenue .. 242-0 Pe 242-0: 
Total ordinary 

TEVENUC 3h oou.ces « 3,215°0 405-0 3,680-0 
Special. receipts .... 50-0 Bese 50-0 
Total receipts ...... 3,325°0 405-0 3,730°0 


—e 


This table shows estimated revenues at 
$3,730 million. Earlier in my speech I fore- 
cast our total expenditures at $3,700 million. 
I am therefore budgeting for a surplus of $30 
million. 


I should repeat, Mr. Speaker, that all these 
estimates assume a high level of employment 
throughout the country, at least average 
agricultural crops, and a basic price level not 


very much higher than that which now 
prevails. 


These then are the proposals which we 
recommend to the house in order to meet our 
financial requirements. None of us can tell 
what the future has in store. The taxes we 
have proposed should yield total revenues of 
about $3,900 million in a full year. It would 
be too bold to hope that conditions a year 
hence will permit any reductions in these 
rates of tax. There can be some hope, but 
certainly no assurance, that tax rates next 
year may not have to go higher. 


It is an inexorable rule of life that we can 
never really get something for nothing. 
Nothing is really free. Everything worth 
while has its costs. Tonight is the annual 
occasion when we count up the cost of our 
policies in terms of money. That cost is high, 
but failure to achieve our objectives of peace, 
security and financial integrity would involve 
infinitely greater and more painful cost. 

Mr. Speaker, I wish to table the various 
resolutions which I shall move when the 
house is in committee. 


INCOME TAX ACT 


Resolved that it is expedient to introduce a 
measure to amend the Income Tax Act and to 
provide, amongst other things: 


1. That, in respect of income earned after the 
commencement of the 1951 calendar year, a cor- 
poration shall pay a defence surtax for the year 
equal to 20 per cent of that portion of its ordinary 
income tax for the year that is computed at the 
38 per cent rate, or the 33 per cent rate if applicable, 
(before allowance is made for tax credits) subject 
to a right to a refund of such tax to the extent 
that it would reduce the corporation’s taxable 
income after payment of ordinary income tax to an 
amount less than 5 per cent of its capital employed. 


2. That an individual shall pay a defence surtax. 


equal to 

(a) for the 1951 taxation year, 10 per cent and 

(b) for each subsequent taxation year, 20 per 
cent of his ordinary income tax (including invest- 
ment surtax) for the year before allowance is 
made for tax credits. 

3. That, for the purpose of computing income 
from an office or employment for the 1951 or a 
subsequent taxation year, there may be deducted 
certain amounts paid in respect of 

(a) travelling expenses that the officer or 
employee was required by the contract of employ- 
ment to incur, 

(b) professional membership dues where the 
officer or employee was required by the contract 
of employment to maintain his professional status, 

(c) office rent or salary to an assistant or sub- 
stitute required by the contract of employment 
to be paid by the officer or employee, 
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(d) supplies consumed directly in the course of 
the employment for which the officer or employee 
was required by the contract of employment to 
pay, or 

(e) Union dues. 

4. That the governor in council be authorized to 
make regulations under which the income tax of 
members of the armed forces on their service 
income will be paid in full in respect of the pay 
and allowances of each pay period by a deduction 
therefrom in accordance with a special table sub- 
ject to the right of any member to file a return on 
an annual basis. 

5. That the right to elect to pay the 15 per cent 
tax on its undistributed income now enjoyed by 
a private company 

(a) be extended to all other corporations, and 

(b) be withdrawn, effective April 10, 1951, from a 
corporation that is controlled by another corpora- 
tion except in respect of its undistributed income 
on hand at the end of the 1949 taxation year. 

6. That for the 1951 and subsequent taxation 
years the provision under which the 15 per cent 
tax rate on the first $10,000 of income of a corpora- 
tion applies’ to only one of several related 
corporations be amended so as not to include in the 
class of related corporations those controlled by 
persons not dealing at arms length unless such 
persons own shares in the capital stock of both 
corporations. 

7. That for the 1951 and subsequent taxation 
years, payments made for insulin, cortisone, 
adrenocorticotrophin (ACTH), liver extract injec- 
tible for pernicious anaemia and vitamin B12 for 
pernicious anaemia purchased under a physician’s 
prescription may be included in the medical 
expenses for which a deduction from income may 
be made for the purpose of computing taxable 
income. 

8. That special deductions from income to tax- 
payers whose principal business is the production, 
refining or marketing of petroleum or petroleum 
products or the exploring or drilling for oil or 
natural gas or mining or exploring for minerals, 
be allowed for expenses incurred in the 1954 opera- 
tions on the same basis as for expenses incurred in 
the operations in the years 1951 to 1953. 

9. That special deductions from income and taxes 
to taxpayers whose principal business is produc- 
tion, refining or marketing of petroleum or drilling 
for petroleum be allowed for expenses incurred in 
respect of deep-test oil wells in 1952 operations 
on the same basis as for similar expenses in 1950 
and 1951 operations. 


10. That the exemption of the income from a 
metalliferous or industrial mineral mine for the 
first three years of production now applicable to 
mines that came into production during the years 
1946 to 1952 be extended to mines coming into 
production in the years 1953 and 1954. 


EXCISE TAX ACT 


Resolved, that it is expedient to introduce a 
measure to amend the Excise Tax Act and to 
provide: 

1. That the rate of the general sales tax be 
increased from eight to ten per cent and that the 
rate of sales tax on those articles at present subject 
to four per cent be increased to five per cent. 

2. That the excise tax on goods mentioned in 
Schedule I of the Act, and on furs, that are at 
present subject to the rate of fifteen per cent be 
increased to twenty-five per cent. 


3. That the excise tax on candy, chocolate, chew- 
ing gum sand confectionery that may be classed as 
candy or a substitute for candy, be reduced from 
thirty to fifteen per cent. ‘ 


4. That there be imposed, levied and collected 
an excise tax of fifteen per cent on the following 
goods when adapted to household or apartment 
use: 


(a) stoves, hot plates, grills and other appliances 
when adapted wholly or in part for cooking and 
when designed for using other than solid fuels 

(b) washing machines operated by electric or 
other power; 

(c) electric, gas or kerosene refrigerators and 
freezing equipment and complete parts therefor 
including coils, condensing or compressor units, 
motors, cabinets, boxes, evaporators and expansion 
valves. 


5. That the excise tax on cigarette papers and 
cigarette paper tubes be repealed. 


6. That the excise tax on the following goods be 
increased by the amounts shown: 

(a) for each five cigarettes or fraction of five 
cigarettes contained in any package.............. 
three-quarters of one cent; 

(b) for each ounce or fraction of an ounce of 
manufactured tobacco, including snuff but not 
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including cigars and cigarettes, contained in any 
package........ three cents; 

(c) for each ounce or fraction of an ounce of 
Canadian raw leaf tobacco when sold for consump- 
tion fins Canada: .44.2218% =k three-quarters of one cent. 


7. That the sales tax on the following goods be 
repealed :— 

(a) cortisone; 

(b) adrenocorticotrophin (ACTH). 


8. That any enactment founded upon this Resolu- 
tion be deemed to have come into force on the 
eleventh day of April nineteen hundred and 
fifty-one. 


CUSTOMS TARIFF 


1. Resolved, That schedule A to the Customs 
Tariff, being chapter fourty-four of the Revised 
Statutes of Canada, 1927, as amended, be further 
amended by striking thereout tariff items 216f, 
296e, 386(p), 403(e), 409f, 410g, 410h, 410i, 410), 
4101, 4100(i), 410p, 410q, 410r, 410s, 410t, 410u, 410v, 
410w, 410x, 410z, 435, 440k, 475, 523g, 682, 705, and 
708, the several enumerations of goods respectively, 
and the several rates of duties of customs, if any, 
set opposite each of the said items, and by inserting 
the following items, enumerations and rates of duty 
in said schedule A: 
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_ 2. Resolved, That schedule B to the Customs Tariff, being chapter forty-four of the Revised 
Statutes of Canada, 1927, as amended, be further amended by striking thereout tariff item 1052, the 
enumeration of goods and the rate of drawback of customs duties set opposite to the said 
item, and by inserting the following items, enumerations and rates of drawback of customs 
duties in said schedule B: 


—— 


[a ne pee oe eae are ee Sea 


Portion of Duty 
(not including Special 
Item No. Goods When Subject to Drawback Duty or Dumping 
Duty) Payable as 
Drawback 


1052 |Machinery, new or used, and|When for use in the plants of manu- 
all parts thereof, not in-| facturers of automobiles and motor 
cluding consumable tools, of} vehicles or of automobile or motor 
a class or kind not made in| vehicle parts for the manufacture of 


Canada. automobiles and motor vehicles or 
of dutomobile and motor vehicle 
PUP Gea Lai wean <x oe ee eee 99 p.c. 


1053 |Machinery, new or used, and/When for use in the plants of manu- 
all parts thereof, not in-| facturers of aircraft, aircraft engines, 
cluding consumable tools, of| aircraft equipment, or of parts of the 
a class or kind not made in| foregoing for the manufacture of air- 
Canada. craft, aircraft engines, aircraft equip- 

ment, or of parts of the foregoing. ... 99 p.c. 


J. a et ee ee ee 


3. Resolved, That any enactment founded upon the foregoing resolutions to amend schedules A 
and B to the Customs Tariff shall be deemed to have come into force on the eleventh day of 
April, one thousand nine hundred and fifty-one, and to have applied to all goods mentioned in 
the foregoing resolutions imported or taken out of warehouse for consumption on and after 
that date, and to have applied to goods previously imported for which no entry for consumption 
was made before .that date. 
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ECONOMIC INDICATORS 


REVIEW OF GOVERNMENT ACCOUNTS, 
1950-51 


BUDGET PAPERS 


presented by Honourable D. C. Abbott. M P., 
for the information of Parliament on the occasion 
of the Budget of 1951-52 
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FOREWORD 


The purpose of these Papers is twofold: 


(1) to make available in one place and in convenient form, as a supplement 
to the Budget, some of the more comprehensive indicators of economic 
conditions prepared by the Dominion Bureau of Statistics and other 
Government agencies, together with brief comments; 


(2) to present a preliminary review of the Government accounts for the 
fiscal year ending on March 31, 1951. 
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fevivt 1 
ECONOMIC INDICATORS 


1. The National Accounts. 
National Income, Product and Expenditure 
Personal Income and its Disposition 
Source and Disposition of Saving 
Investment 
Public and Private Capital Expenditure 
Revenue and Expenditure of All Governments 


2. Employment and Wages 

3. Balance of International Payments 

4. Trend of Prices 

The tables in this Budget Paper are based upon estimates provided! by the 
Dominion Bureau of Statistics and other Government Departments. Some of 
the figures appear for the first time; others have been published elsewhere. All 


1950 estimates are preliminary and subject to revision. 


Figures for Canada include Newfoundland for 1949 and 1950. 
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THE NATIONAL ACCOUNTS 


NaTIoNAL INcoME, PRopucT AND EXPENDITURE 


Nationa INcomz is the total of the annual earnings of Canadian residents 
from the production of goods and services. As such it includes salaries, wages 
and other forms of employee earnings in cash or in kind, as well as military pay 
and allowances. It includes corporation profits, interest, net rent, and the net 
income of farmers and others who are in business on their own account. 


Gross Nationa Propuct is the value at market prices of all the goods and 
services produced in a year by the labour, capital, and enterprise of Canadian 
residents. It is measured by adding together the costs of production. Part 
of these costs of production are the factor costs or, more simply, the earnings 
of the factors of production, labour, capital and enterprise; and the total of 
these factor costs is National Income. Indirect taxes and other costs such as 
depreciation allowances also enter into the cost of goods and services although 
they do not form part of the income of Canadians. They are, therefore, added 
to National Income to obtain Gross National Product. Subsidies on the other 
hand may be regarded as offsets to costs of production and are therefore 
deducted. 


Gross NatTionAL EXPENDITURE measures the same aggregate as Gross 
National Product but in a different way. The goods and services produced in a 
year are either sold at home or abroad or added to inventories. Thus Gross 
National Expenditure is obtained by adding together all sales and adjusting 
them for imports and changes in inventories. While Canadian expenditure on 
imported goods and services is included in the total sales to consumers, to 
governments, and to business for capital account, it is not part of the disposition 
of Canadian production and is therefore deducted. But since foreign expenditures 
on Canadian goods and services, 7.e., exports, form part of the earnings of Cana- 
dians in the Gross National Product, they are included in Gross National 
Expenditure. 


GROSS NATIONAL EXPENDITURE 


IN CURRENT AND CONSTANT(1935-39) DOLLARS 


1939 1946 ,1947,1948,1949 AND 1950 
BILLIONS OF DOLLARS BILLIONS OF DOLLARS 
8 18 


CONSTANT 


CURRENT 1935 —1939 
DOLLARS DOLLARS 
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NATIONAL INCOME AND PRODUCT 


Gross National Product was 8-6 per cent higher in 1950 than in 1949. 
After eliminating the upward price change it is estimated that the real increase 
was of the order of three to four per cent. This is much the most substantial 
increase recorded in the post-war years. 


While the present estimates of changes in real product are not precise 
enough to be used without reservation, they probably give a good indication of 
trends and general magnitudes. From 1939 to 1946 the Gross National Product 
increased by more than 60 per cent in constant dollars. This rapid expansion 
of output was only possible through the fuller utilization of resources which were 
unemployed or under-employed at the beginning of the period. Starting from 
a position of relatively full utilization of resources in 1946, gains in real product 
have naturally been much less spectacular in the post-war period. Recent 
estimates indicate a real increase of something approaching 11 per cent for the 
period 1946 to 1950, excluding the effect of Union with Newfoundland. For the 
first three years of this period the gains in real product appear to have been just 
about enough to keep step with population increases. For the year 1950, 
however, real product per capita increased by something more than one per 
cent. This larger rate of increase is substantiated in some measure by the rise 
of 7-6 per cent in the index of industrial production from 1949 to 1950. Part 
of this gain could be explained by the very heavy post-war investment in new 
plant and equipment. 


Income received in the form of wages and salaries was 6-4 per cent higher 
in 1950 than in 1949 but the rate of increase was much higher in the latter part 


TABLE 1 
NATIONAL INCOME AND GROSS NATIONAL PRODUCT 


SS ——————eEEoooooooe eee 


oF 1939 1946 19491 Prelim. 


(Mitui0ons oF DOLiaRs) 


1. Salaries, wages and supplementary labour income 2,583 D,o22 7,800 8,300 
2; Military pay and allowancés. ©... «1... 0.60.4... 32 340 £15 137 
3. Investment and miscellaneous? income........... 783? 1,987? 23002 2,996? 
4. Net income of agriculture and other unincorpor- 
ated business— 
(a) Farm operators from farm production’. . .. 4613 1, 1303 1,513 8 1,4248 
(6) Other unincorporated business............ 430 1,040 1,374 1,451 
5. NATIONAL INCOME (14+2+3+4)............ 4,289 9,819 13,169 14,308 
6. Indirect taxes less subsidies....................5- 737 1.269 Lesa 2,001 
7. Depreciation allowances and similar business costs 582 846 1,321 1,471 
8;-Residualetror of 6stimate:. ....- sine. -bb ol. ...- —10 74 61 11 
9. Gross National Product at Market Prices 
(Bat Gee74-8).. .. Agen) < dele «csc MNEs Bans oes 5,598 12,008 16,382 17,791 
10. G.N.P. in Constant (1935-39) Dollars............. f,o2e 8,902 9,648 9, 982 


i 


1 Includes Newfoundland which is estimated to increase Gross National Product by slightly more 
than one per cent. 

2 Includes undistributed wheat board trading profits, and inventory revaluation adjustment for grain 
in commercial channels which together total: 1939, —56; 1946, 33; 1949, —110; 1950, 109. 


3 Adjusted for change in farm inventories; but not adjusted for undistributed wheat board trading 
profits which were as follows: 1946, 37; 1949, —98; 1950, 62. i 
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of the year, November, 1950, being nearly 11 per cent above November, 1949. 
Farm income, which is based for the most part on cash receipts, was lower in 
1950 than in 1949 although the volume and value of agricultural production 
were both higher. This is very largely the result of the lower initial payment 
price for wheat and the lower equalization and adjustment payments in 1950. 
In 1949 for example, wheat board disbursements to producers were almost $100 
million greater than the value of grain received, whereas in 1950 they were about 
$60 million less. If adjustment were made for this variation in wheat board — 


disbursements, farm income would show an increase of about 5 per cent from 
1949 to 1950. 


Investment income, excluding technical adjustment for inventory revalua- 
tion and undistributed wheat board trading profits, increased by 16 per cent 
between 1949 and 1950. More than 90 per cent of this increase was due to the 
estimated 20 per cent increase in corporate profits before taxes. Corporate 
profits which actually declined in 1949 have been much more sensitive to business 
activity than has labour income which showed increases of 7-6 per cent in 1949 
and 6-4 per cent in 1950. It is impossible to determine how much of the 
improvement in corporate earnings is attributable to improved business condi- 
tions and how much to the heavy post-war investment in new plant and 
equipment. 


NATIONAL EXPENDITURE 


During 1950 Canadians produced goods and services three to four per cent 
greater in real terms than in 1949. The full amount of this additional output 
was absorbed at home as well as a further amount represented by the more than 
$300 million excess of imports of goods and services over exports. 


Personal expenditure on consumer goods and services increased by $724 
million or 6-5 per cent. If account is taken of price and population increases 
the gain in real consumption per capita was less than one per cent. 


TABLE 2 
GROSS NATIONAL EXPENDITURE 


Prelim. 
— 1939 | 1946 | 19491 | 1950! 
re ee i ee et ee el ee a eC 
(Mituions or DoLiaRs) 

1. Personal expenditure on consumer goods and services 3,861 8,018 11, 086 11,810 
2. Government expenditure on goods and services.... 724 1,832 2,106 2,333 
3. Gross home investment— 

(a) plant, equipment and DOUSINE)..... «>. .ceeeee 554 1,362 2,970 3, 163 

(tb) change in inventories. ....-.++++seeerrereeees 327 538 108 805 
4. Export of goods and services (2)....csccccereonwnss 1,451. 3,210 4,011 4,173 
5. Import of goods and services (7) smscnes peek sv sadpees —1,328 —2,878 —3, 837 —4, 482 
6. Residual error of estimate......-.-.++eseerereeees 9 —74 — 62 —11 
7. Gross National Expenditure at Market Prices 

(142+3+4+5+6). 5,598 12,008 16,382 17,791 

8. G.N.E. in Constant (1935-39) Dollars....--..----- 5, 523 8, 902 9,648 9, 982 


1 Includes Newfoundland. ; . 
2 Minor adjustments have been made to the figures of current receipts and payments shown in Table 12 
and in ‘The Canadian Balance of International Payments, 1926 to 1949’’, Dominion Bureau of Statistics, 


to achieve consistency with the other component series. 
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Investment in plant, equipment and housing again constituted about 
18 per cent of Gross National Expenditure although some slight decline in volume 
is indicated. Investment in inventories showed a very sharp increase of $805 
million. It is very difficult to separate the volume and price components of 
inventory change but present estimates suggest that the volume increase may 
not be much more than half the above amount. 


Government expenditure on goods and services increased by approximately 
13 per cent, exclusive of changes in government held inventories. Defence 
needs accounted for more than three-quarters of the federal increase whereas 
higher operating costs and expanding capital programs were the major factors 
in increases at the provincial and municipal levels. 


PERSONAL INCOME AND ITs DISPOSITION 


For purposes of relating the saving and spending of Canadians to their 
incomes, personal income is a much more useful concept than National Income. 


Personal Income differs from National Income in a number of ways. It is 
defined as the sum of current receipts of income regardless of whether these 
receipts are earnings from production. Thus it includes only that part of cor- 
poration profits which is actually received by Canadian persons as dividends. 
Similarly deductions must also be made from employees’ total earnings for unem- 
ployment insurance contributions or pension contributions which, although 
forming part of the compensation for services performed, are not actually received 
by the employee within the year. On the other hand, transfer payments such 
as family allowances, old age pensions, veterans’ benefits and charitable contri- 
butions of corporations, are part of personal income although they are not 
payments for services and therefore do not form part of National Income. 


Personal income rose by $616 million or 4-8 per cent in 1950 compared with 
an increase of $1,139 million or 8-6 per cent in National Income. The much 
more rapid increase in National Income is largely due to the fact that only part 
of the increase in corporation profits was reflected in increased dividend payments 
and hence in personal income. Salaries and wages, net of employer and 
employee contributions to social insurance and government pension funds, 


TABLE 3 
SOURCES OF PERSONAL INCOME 


Prelim. 
—— 1939 | 1946 | 19491 | 1950! 


(Mitur0ns oF Dotiars) 


1. Salaries, wages and supplementary labour income.. 2,583 5,322 ‘7,800 8,300 
Deduct: Employer and employee contributions to 
social insurance and government pension funds. — 34 — 149 — 238 — 268 
9; ‘Military pay and allowances: . <. (te 6 iotas 2. sue obs 32 340 115 137 
8. Net income of agriculture and other unincorporated 
DUsiNneSaechat ees ad cae ye) weet et che Pees oo ada aise ohio 891 2,170 2,887 2,875 
4, Interest, dividends and net rental income of persons 564 871 Lekae 1,242 
5. Transfer payments to persons (excluding interest) 
(a) fromigerernment) FG Baris: a0 122 els 0 0b aie 249 1,106 947 1,016 
(b) charitable contributions made by corpora- 
LIOTISHR Ie Os LO ee eles she MPG csraie 8% 6 A 23 D5 
6. Personal Income (1--2+3+4+5)................. 4,291 9,671 12,711 13,327 


a an 


1 Includes Newfoundland. 
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accounted for $470 million or 76 per cent of the increase in personal income 
between 1949 and 1950. Net income of unincorporated business was almost 
unchanged, the decline in farm income largely as a result of lower wheat board 


disbursements to producers, being offset by a gain in the incomes of other unin- 
corpurated businesses. 


Government transfer payments were about 7 per cent higher than in 1949. 
Substantial increases totalling $69 million for family allowances, old age pensions 
and unemployment insurance benefits were partially offset by a decline of $17 
million in payments to veterans. 


While personal income increased by $616 million between 1949 and 1950, 
disposable income increased by a greater amount because of the decline of $46 
million in personal direct taxes paid. Thus, after payment of direct taxes, 
Canadians had $662 million additional income in 1950, which they could either 
save or spend. Actually they spent $724 million more on consumer goods and 


services in 1950 than in 1949 so that personal saving from current income 
declined. 


Consumer spending on durable goods such as automobiles and household 
appliances increased by the greatest percentage—25-2 per cent by value and 
21-4 per cent by volume. Expenditure on perishable goods such as food, 
tobacco and beverages increased more moderately, 4-6 per cent by value and 
1-4 per cent by volume. The estimates indicate an actual decline in both the 
value and volume of spending on semi-durable goods such as clothing and house 
furnishings. Consumer spending on services which includes items like rents, 
household operation and medical care increased by 7-3 per cent in value and 
1-2 per cent in volume. The price increase for the services group as a whole 
was larger than for any of the main categories of goods. 


Total real consumption per capita was less than one per cent higher than in 
1949. The whole of this per capita increase was concentrated in the durable 
goods category. 


DISPOSITION OF PERSONAL INCOME 


CALENDAR YEARS 


MILLIONS OF DOLLARS MILLIONS OF DOLLARS 
14000 14000 
@ 
DG, PERSONAL DIRECT TAXES 
PERSONAL SAVINGS 
W PERSONAL EXPENDITURE 
RY oN CONSUMER OURABLE GOODS 
PERSONAL EXPENDITURE ON OTHER KK 
Rite CONSUMER GOODS AND SERVICES , KAY Me 0000 
6000 6000 
2000 fam 2000 
0) 


1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1949 1950 
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TABLE 
DISPOSITION OF PERSONAL INCOME 


ee 
——————— SSS SSS SSS 


Prelim. 
— 1939 | 1946 1949! 19501 
(Mituions oF Do.iarRs) 
1. Personal direct taxes 
(@) INCOMOEWAXES. Fo oe ee ok ode ee eget ene 61 711 675 612 
(b ) succession utiesye.a). ... os Sh eee eee eres: +h 28 54 55 64 
(cj) moiscellaneous taxes... ...... 42 a+ueseen ats: 21 31 57 65 
Total directitaxes' jig. 2 AR. ese 110 796 787 741 
2. Personal expenditure on consumer goods and 
services— 
Goods— 
(a) Perishable 20,0 JAs.2s sue ton see eee 1, 644 3, 809 5,319 5, 562 
(oi Bemi-durablers (i st6/os: is ae eb les ie we 553 1, 386 1,925 1,913 
Co} Durables 2ascs n> cb ceo Sere a pene renee 245 487 934 1,169 
Serviced cco se kee tome Skeets ae oft fs ole ene ratcrs.: 1,475 2,347 2,985 3, 202 
Net Personal Expenditure Abroad................ —56 —11 —77 —36 
Total Consumer Expenditure............ 3,861 8,018 11,086 11,810 
3. Personal saving— 
(a) personal saving excluding farm inventories.... 260 898 911 645 
(6) change in farm inventories...........--...+:. 60 —4l1 —73 131 
Total personal savingsse. sae ee: 320 857 838 776 
4. Personal Income (1+2+3)..................0005- 4,291 9,671 12,711 13,327 


1 Includes Newfoundland. 


SouRCcE AND DISPOSITION OF SAVING 


Saving may be regarded as the source from which investment expenditure 
s financed. Income arising out of production may either be spent or saved. 
At the same time production will be absorbed either by consumption expenditure, 
or by investment expenditure at home for new plant, equipment, housing, or 
additions to inventory, or by investment abroad. Saving must therefore equal 
investment. It is therefore possible to construct tables which show on the 
one hand, the sources of saving and on the other, the use of these savings to 
finance gross investment at home or investment abroad. 


In addition to personal saving which was mentioned above there can be 
government saving and business saving. If, for example, the government has 
a surplus of revenue over expenditure this surplus constitutes part of the Nation’s 
saving. If there is a government deficit it is an offset to the total of private 
saving by individuals and businesses. 
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TABLE 5 
SOURCES OF SAVING 


fice; Prelim. 
1939 | 1946 | 19491 | 1950! 


(Millions of Dollars) 


PTL MEY LEE eas ka ‘dik Set aNG «1 x sw a » As eb 2 
Undistributed corporation profits. ................5-. 319 es Sol 730 
Undistributed Wheat Board Trading profits.........) 9... ee. 37 —98 62 
Inventory revaluation adjustment?................465 —56 —4 —12 47 
BPMECAUDASON BULOWANCOS. PROCS el. cn leave cbucubens 582 846 1,321 1,471 
Adjusted Government Surplus (+-) or deficit (—)° —42 —121 479 551 
BEAL OGITOY OL OAtITOAG tA 5; 5. ois cc b pace < Cua abate —10 74 61 11 
LAL «Soci tate oe cr ee PLT a ane 1,013 2,158 3,190 3,648 


1 Includes Newfoundland. 


2 The adjustment has been made only to grain held in commercial channels. 
3 See Table 10 and page 14. 
4 See Tables 1 and 2. 


Personal saving declined from $838 million in 1949 to $776 million in 1950 
despite the substantial increase of $616 million in personal income and the 
even larger increase of $662 million in disposable income. Saving excluding 
saving in farm inventories, which is to some extent involuntary, declined from 
$911 million to $645 million or from 7-2 per cent to 4-8 per cent of personal 
income. Greatly increased buying of consumer durables was an important factor 
in the decline in the rate of personal saving. 


As in 1949 slightly more than 15 per cent of the Nation’s saving was made up 
of the combined surplus of federal, provincial and municipal governments. 
In both years the calendar year surplus of the federal government was partially 
offset by the deficits of provincial and municipal governments. 


Variation in wheat board disbursements to producers accounted for a sub- 
stantial change in the composition of private saving. In 1949 disbursements 
exceeded the value of grain received so that a negative amount appears in the 
savings table under the heading Undistributed Wheat Board Trading Profits. 
In 1950, however, disbursements were less than the value of grain received so 
that a saving or accumulation of income is recorded. 


The pace of economic activity during 1950 is reflected in the increase in 
corporate profits before tax which are presently estimated to be about 20 per cent 


TABLE 6 
DISPOSITION OF SAVING 


Prelim. 
Te er TET a 
(Millions of Dollars) 

Gross Home Investment....------- Ait aa as 881 1,900 3,078 3,968 
Net increase in foreign assets (including toreign 

exchange) adjusted?. .......-.+.seeeeeee eer enee: 123 332 174 —309 

Residual error of estimate’. .......--.--stee terete 9 —74 — 62 —11 

Motal-osrerecc. Ces Sees he ewes see eee 1,013 2,158 3,190 3,648 


1 Includes Newfoundland. 2 Wy 
2 Minor adjustments have been made to the figures appearing in Table 12. 


3 See Tables 1 and 2. 
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higher than in 1949. Corporate profits after tax were $231 million higher than 
in 1949. Despite the estimated increase of $102 million in dividends paid out, 
undistributed profits increased by more than 21 per cent to $730 million. 


TABLE 7 
CORPORATION PROFITS, TAXES AND DIVIDENDS 


a 


= 1939 | 1946 | 19491 | irra 
(Millions of Dollars) 
Corporation profits before taxes?..............00eeee 618 1,450 1,898 2,270 
Deducsé:corporation taxes ®.. uc siue¢s- sae Se —112 — 654 —727 —868 
Corporation profits after taxes... ..4. 2. vecsesse een ue a 506 796 1,171 1,402 
Deduct-dividends paid out *tc7 eee — 287 —327 —570 —672 
Undistributed corporation profits®............eeeeeees 219 469 601 730 


1 Includes Newfoundland. 

2 Includes depletion charges and is adjusted for losses, and for conversion to a calendar year basis. 

3 Taxes paid or payable in respect of the calendar year’s income, excluding the refundable portion of 
the excess profits tax. (See Table 10). 

4 Includes charitable contributions made by corporations. (See Table 3 Item 5(b)). 

5 See Table 5. 


INVESTMENT 


Investment in plant, equipment and housing continued to make large 
demands on saving. But the largest single increase in investment appears to 
have been in net addition to inventories. In total, gross home investment 
increased by almost $900 million, or about $430 million more than the increase 
in private and public saving. At the same time, however, there was a very 
significant decline in Canada’s net investment abroad from $174 million in 1949 
to —$309 million in 1950. (For more detailed discussion of net foreign invest- 
ment see section on Balance of International Payments). 


TABLE 8 
q GROSS HOME INVESTMENT 
Fn eA, SURED oe Se 2 2, SE SRNR ETT BS Sete ae els AN, TE BEERS eS Fo Be 
Prelim. 
1939 | 1946 | 19491 | 19501 
(Miniions oF Do.iaRs) 

Plant, Equipment, and Housing—Total?.............. 554 1,362 2,970 3,163 
New Residential Construction..................- 145 338 741 782 
Other News Construction. ee mereeee ee teat 126 449 906 1,003 
New Machinery and Equipment................. 283 575 1,323 1,378 

Change in Inventories—Total 7.64 00... ees... 527 538 108 805 
Grain in Commercial Channels?................. 127 —41 —12 dD 
Farm Grainiand Livestoekes seinem. soon ee 60 —4] —73 13] 
All Othernventoniesteest see eee. « «ae 140 620 193 619 
Gross Home Investment®...................... 881 1,900 3,078 3,968 
Percentage of Gross National Expenditure........ 16% 16% 19% 22% 


a 


1 Includes Newfoundland. 

2 Includes private businesses and institutions, and publicly owned public utilities. 
3 Value of physical change. 

4 Change in value. Includes privately financed industrial and trade inventories. 
5 See Table 2, Item 3. 
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PUBLIC AND PRIVATE CAPITAL EXPENDITURE 


; Table 9 brings together business capital expenditures, which are included 
in Table 8 above, and public capital outlays included under government expendi- 
ture in Table 2. The total of public and private capital expenditure increased 
by $300 million or 8-6 per cent between 1949 and 1950. Capital expenditure 
in manufacturing showed the only decline in value. Capital expenditure by 
government departments showed the largest increase, 17-9 per cent and accounted 
for almost one-quarter of the total value increase from 1949 to 1950. The 
larger part of the increase in public capital expenditure came from provincial 
and municipal rather than federal spending. 


The forecast for 1951 is for a further large increase in capital expenditure, 
amounting to 14-2 per cent by value and 6 per cent by volume. Largest elements 
in this are the forecast increases for manufacturing industries and government 
departments both of which are associated with expanding defence requirements. 


TABLE 9 
PUBLIC AND PRIVATE CAPITAL EXPENDITURE 


En 


Prelim. | Forecast 
— 1946 1948 | 19491 1950! 1951! 2 
i. Dee eee: ee eee eS Sl le |0|lUl 
(Millions of Dollars) 
Agriculture and Fishing...........-++e-eseeseeeees 182 351 419 442 420 
OURRICY he rie oan es tes aoe nam einen ey Aan er 14 29 26 | 30 34 
Mining, Quarrying and Oil Wells.......-.-.--++++: 39 105 122 134 164 
Manufacturing............. eee e eee eee eee eeeees 337 579 536 519 716 
Electric Power, Gas and Water Works........-.-. fi 248 337 369 442 
Transportation, Storage and Communications..... 174 318 341 375 450 
Construction Industry.......--.-2eee seers eee eee 33 59 55 62 40 
Trade, Finance and Commercial Serwices. s)/./2- «1. 137 281 294 362 369 
THE EG IONE soins conus Meelis Se eae ree wae ee per 74 145 190 210 270 
1 esc. ee anne Ieee Seyi, CASS ce Cee 412 668 768 813 827 
Government Departments.........-2--+esee reer 224 394 403 475 596 
Tora, CaprraL EXPENDITURE*.......-- 1,703 3,177 3,491 3,791 4,328 
Total Capital Expenditure as a per- 
centage of Gross National Ex- 
penditure.........eecee seer reece 14-2 20-5 21-3 21-3 


oY A he eee St 


Total Capital Expenditure in Constant 
(1935-1939) Dollars......-...++++: 1,142 1,630 1,711 1,732 1,836 


ished pele Aa? Et SEES Tm EU 


1 Includes Newfoundland. 
2 Source: ‘‘Private and Public Investment in Canada, Outlook, 1951”’ published jointly by the Eco- 
nomic Research Branch, Department of Trade and Commerce and the Dominion Bureau of Statistics. 


3 For reconciliation with Gross Home Investment in Table 8, see below 


1949 1950 
PusLic AND PRIVATE CAPITAL ExpENDITURE—Table 9........-00+eeeeeeseeees 3,491 3,791 
Depvwct: - 
Provincial hospitals and schools, and Municipal schools eects haeeed —91 —122 
Government housing exc. C.M.H.C. rental housing........-+++++++: —27 —31 
Direct government department OUTIAYS. ..ccseccovedernevenecevnenes —403 —475 
ApDD: 
Changes in Inventories.........+0+-scsseerenerserereseersseres sees 108 805 


Tora Gross HoME INVESTMENT—Table 8......0-s-eeseerrseercesee 3,078 3,968 
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PUBLIC AND PRIVATE CAPITAL EXPENDITURE 


MILLIONS OF DOLLARS MILLIONS OF DOLLARS 
4500 4500 


3000 3000 
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1500 1500 
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aml ler 
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REVENUE AND EXPENDITURE OF ALL GOVERNMENTS 


In Table 10, ‘‘“Government Transactions Related to the National Accounts’, 
an attempt is made to bring together in one statement and under uniform 
headings, the activities of all governments in Canada on a calendar year basis. 


The table is designed to include only those transactions which have 
relevance for the National Accounts, and consequently the surpluses or deficits 
shown here do not agree with those shown in the various public accounts. 
It has been necessary to adjust the conventional accounting statements of 
fiscal year revenue and expenditure to exclude purely bookkeeping transactions 
as well as the purchase and sale of existing capital assets. Extra-budgetary 
funds such as unemployment insurance, workmen’s compensation and pension 
funds have been added, and surpluses or deficits of Government enterprises are 
likewise included. In the federal accounts some of the more substantial adjust- 
ments are as follows: elimination of reserve for possible losses on active assets, 
elimination of reserves for veterans’ conditional benefits, elimination of expendi- 
tures charged with respect to assumption of Newfoundland debt, elimination of 
expenditures charged with respect to shipment of World War II military 
equipment to Europe under the North Atlantic Treaty, elimination of write 
down of active assets to non-active account, allocation of war refunds to prior 
years, adjustment of corporate taxes to an accrual basis, and elimination of 
sales of war assets to business. In addition the federal figures have been adjusted 
to a calendar year basis by using the monthly figures published by the 
Comptroller of the Treasury. Government loans to foreign countries or accumu- 
lat.on of gold or foreign exchange are not included with government expenditure. 


For purpose of analysis, expenditures by governments may be divided into 
two main categories: expenditures for the purchase of goods and services, and 
so-called transfer payments, 7.e., family allowances, old age pensions, veterans’ 
benefits, the greater part of the interest on the public debt, etc., which do not 
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arise from current production of goods and services. The first category repre- 
sents the demands which governments place on the annual output of the nation. 
Transfer payments, on the other hand, simply add to the sums available for 
spending or saving by the recipient. 


The federal surplus was larger in the calendar year 1950 than in 1949 
although expenditures were rising. This was largely the result of increased 
revenues from indirect taxes and taxes on corporations. Federal government 
expenditure on goods and services increased less in 1950 than provincial and 
municipal expenditure despite the fact that more than three quarters of the 
federal increase was accounted for by expanding defence needs. 


GOVERNMENT EXPENDITURES ON GOODS AND SERVICES 


AS A PERCENTAGE OF GROSS NATIONAL PRODUCT 
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TABLE 10 


GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 


eS 
—— SSS SSS SSeS SSS SSS SSS 


Prelim. 
— 1939 1946 19491 1950! 
(Mitti0ons oF DoLiaRs) 
GOVERNMENT REVENUE— 
Direct Taxes—Personse))). 20) oe. Bee eee 110 796 787 741 
Income and Excess Profits—. 
Pedetalts: 46s spel ee ee ts 46 711 674 612 
Provincial and Municipal... .. chasse. eese+s+: > 5p), eee: Tip) SR vee ee 
Succession Duties— 
Bederalt rks eae ee ee ere aig 20 26 34 
PLOVINCIAl®? «665d woke oe On ee ORT eons c 28 34 29 30 
Miscellaneous— 
Fedéral.) ..:244203 Hee eo eee eee oes 3 6 7 if 
Provincial and: Municipal: so. ..2 eee eee 18 25 50 58 
Direct Taxes—CorporationS..........e0eeseeeeeeee 123 683 774 922 
Income and Excess Profits— 
Federal’. .%.2<)2 2283 Sa 8 ee ee 98 652 597 730 
PTOVAINCIAS : scs 2 bees his os ais ol recs teetetere Slate: eher ances ts 14 2 130 138 
Withholding taxes—Federal...................5. 11 29 47 54 
Widikect Takoawks ste wala oso een ose: 720 1, 505 1,908 2,060 
Pederalees . scsi Bcd eae dee coke See ae 310 957 1,048 1,115 
Provincial and Municipal........ Rath Helen ae cite 410 548 860 945 
Ihnvvestment LAGOMG: sos. caw cee ese ae ee ee 99 375 377 409 
Bederal oe Gods Wii. bo Aes 2 de ee ee ee —ll1 154 130 160 
Provincial and Municipal. ........6....esseeee- 110 221 247 249 
Employer and Employee Contributions to Social 
Insurance and Government Pension Funds....... 34 149 238 268 
BF ECLOre Le avae e Teereies iatarpncleinle eaaise eines Ss os 6 78 141 158 
Provincial:and Municipali.s 0.0. a3. desis seat 28 71 97 110 
Transfers from Other Governments— 
Provincial and) Municipal, = tn).c5. 222035655 oes as 83 174 182 256 
Total Revenues i. Jb ie ee a etc wea oe 1,169 3, 682 4, 266 4,656 
ANOCLGT Ns eo ack os ovens oie CER eee Guat oid 'a wale o's8:6 463 2,607 2,670 2,870 
Provincial and Municipalcgees sss: «se. elve as css 706 1,075 1,596 1,786 
Deficit ‘(or SurplusS—).. occa sccccccse cesses cect ecees 42 121 —479 —551 
Fecletal satu Jc. on ce ea or us 0 vite we Se —4 232 — 524 — 586 
Provincial and ‘Municmpal... y..0s +s 0500s eces 46 —111 45 35 
Total Revenue plus Deficit (or minus Surplus).. 1,211 3,803 3,787 4,105 
Pederarertgiks . Minis orotate iio a elshel ec cleie sielete siotute 459 2,839 2,146 2,284 
Provincial and Municina ls acc as0s dys sso asses 752 964 1, 641 1,821 


i 


1 Includes Newfoundland. 
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TABLE 10—Concluded 
GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 


Prelim. 
po 1939 | 1946 1949! 1950! 

(Mrituions oF DOLLARS) 
GOVERNMENT EXPENDITURE— 

Se RE HOT WARING) 5 :< a5 oasis i us wled’s aaa wpe alee 1,832 2,106 2,333 
Federal. ........:.. TP SCENE. 5 ped ive deds Ue 1,090 869 948 
Provincial and Municipal. .............eeeeeee- 742 1,237 1,385 

Paneer PAV INGED 6c 3 as « ohh.« nlenes 0 ynanes eden # > 1,561 1,422 1,457 
Parleraliciet. hcl Milas 5 ical: Sc} 6046 40) Bima ee ee 1,344 1,022 1,025 
Provincial and Municipal. ......000.secssoesse> 217 400 432 

SP ete Se, ee ee ree Te eee ee 236 77 59 
Ppdloral. |i. 52950. o2 ok 6 0 ote Risley «eile 88 231 73 55 
Provincial and Municipal.........-...e+eeeeeees 5 4 4 

Transfers to Other Governments— 

Oe ee eee re re eee ge fs eo 174 182 256 
Total Expenditure. ........-.--eesseseeerereerretes 3,803 3.787 4,105 
WiAaral, 1s ys sce ks acd e ae vs aioe sawee snes 2,839 2,146 2,284 
Provincial and Municipal......--++++++reserees 964 1,641 1,821 


1 Includes Newfoundland. 
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EMPLOYMENT AND WAGES 


Canada’s civilian labour force was estimated to be approximately the same 
size at the time of the November 1950 labour force survey as it had been at the 
same date a year earlier. On November 4, 1950, the labour force was estimated 
at 5,201,000 compared with 5,200,000 on October 29, 1949. The agricultural 
peut Foren however, showed a aWhngaaeetel decline en 1,058,000 to 974,000. 
This decrease was almost exactly offset by an increase of 85,000 in the HE of 
the non-agricultural labour force, from 4,142,000 to 4,227,000. 


Although the labour force was practically unchanged, the number of 
persons employed on November 4, 1950 was 5,084,000 or 31,000 above the 
figure for the previous year. Pncmcloyment; denned as those without jobs 
and looking for work, after reaching a post-war peak in March, 1950, fell to 
117,000 on November 4, little more than 2 per cent of the labour fords fe well 
below the 147,000 Peeticicd on a similar date in 1949. 


The following table presents a picture of the civilian labour force on com- 
parable dates for the years 1946-1950. The data for 1949 and 1950 include 
Newfoundland. 3 


TABLE 11 
THE LABOUR FORCE! 


(Thousands of Persons) 


Nov. 9 Nov. 8 Nov. 20 | Oct. 29 Nov. 4 


1946 1947 1948 1949 1950 

Civilian Labour Poree. -4..... <4. ac eee ees on 4,848 4,934 4,964 5, 200 5,201 
Exclusive of Newfoundland. .............++5 — — — 5,086 5,098 

MaIG 5, DBs packs 45..c.cda aes aa eee ce eee ee 3,797 3,861 3.920 4,096 4,083 
Remale 2. odsd wep duos 2.6 oct Mee eerie a 1,051 1,073 1,039 1,104 1,118 

A Cricultural ina. ct Miaeavinae aos Ore eee 1,076 12,073 991 1,058 974 
MNon-Aericultural, sc dois < «stent mere ee nome 3, ¢t2 3,861 3,973 4,142 4227 
Une plovedscsc. eee s tia ae 115 87 106 147 117 
EXRGPIG Vic decite.c<cyants £e0as cs cee ea eee ae 4,733 4,847 4,858 5,053 5,084 
Bericultiral 4.26 Shas choo veeeone eet ee eras L075 1,068 986 1,048 969 
Nom-sericultural 2 dics. wie ree ae ee 3, 662 3,779 Opole 4,005 4,115 
PQta wwOr eet. 54...) dicts ee eee 3,2(8 3,304 3,441 3,580 3, 683 
AYU  ticcsai oh JRE Atrtta ee cee RIS srstede cise stake 125 116 110 126 102 

NOD ARYN SG. 32 aden Ge ke eee a Cn nae 3,153 3,218 3,001 3,454 3,581 
Seli-onagl ose asp oy dis cs oa wee cnc 11238 1,163 1,139 LelG7, 1,107 
PATI oy, 00 ead wing te ke oe ys 656 661 648 671 622 

Niet APin) 222. o« Bess os deere roo ak Oaiee 467 502 491 496 485 

Unpaid Family Workers: 4... cise see sss 53s 332 350 278 306 294 
PRL Acie ee ee tits 290 291 228 251 245 

IN OneiS¥I 6 y..2:< ont MR eae ee ene ook 42 59 50 55 49 


1 Data for 1949 and 1950 include Newfoundland. 
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An indication of the more recent trend in unemployment may be gathered 
from data on persons who have applied for jobs at National Employment 
Service offices. The average figures for January and February 1951 were 272,899 
and 302,021 respectively. The comparable figures for January and February 
1950 were 332,068 and 377,331. This is the period of highest seasonal unemploy- 
ment but the figures indicate a considerable improvement over the same period 
a year earlier. Caution must be used in interpreting the figures as a measure 
of unemployment since they include some persons who had a job and exclude 
some unemployed persons who did not register. The figures for 1951 are 
probably higher than they should be for strict comparability with 1950 because 
of the legislation which came into force March, 1950 regarding supplementary 
unemployment insurance benefits. The figures for January and February 1951 
will include some unemployed persons who were in insurable employment and 
had exhausted their benefits whereas similar persons would not have been 
eligible in 1950 and therefore might not have registered. 


Labour income during 1950 was estimated at $8,300 million, 6-4 per cent 
higher than last year. The increase in income was particularly marked during 
the second half of the year, and was due both to higher employment levels in 
the non-agricultural industries and to higher weekly earnings. Per capita 
weekly earnings, in nine leading industries averaged $46-59 at December 1, 1950 
compared to $43-71 at December 1, 1949. Average per capita weekly earnings 
for 1950 were estimated at $44-84 and for 1949 at $42-96. 


Changes in hours worked per week did not materially affect the size of 
labour income. In manufacturing, hours worked per week averaged 42-3, the 
same as the previous year. 


BALANCE OF INTERNATIONAL PAYMENTS 


When goods are exported, unless thay are given away they give rise to 
payments or debts in favour of Canada. Similarly, when goods are imported 
they give rise to payments or debts in favour of the rest of the world. Other 
transactions such as interest and dividend payments, the tourist trade, freight 
and shipping charges, also give rise to similar payments or debts in either direc- 
tion. The difference between the debits and credits arising from these current 
transactions is referred to as the net balance of international payments on current 
account. When total credits exceed total debits within a year, the rest of the 
world has gone into debt to Canada ‘or Canada has paid off some of her debt 
to the rest of the world. When total debits exceed total credits, the net position 


is, of course, reversed. 
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Canada’s deficit on current account of $316 million in 1950 represents an 
increase in net debits from 1949 of about $500 million. Although exports 
increased by $150 million, imports rose sharply in the last half of the year and 
total imports were $433 million higher than in 1949. As a result, Canada’s 
merchandise trade in 1950 was in approximate balance, compared with the 
substantial surplus achieved in 1949. The largest single change in other current 
transactions was the increase of over 20 per cent in interest and dividend pay- 
ments. Net tourist receipts also declined and freight and shipping showed a 
net debit compared with a credit in 1949. 


During the year a significant shift occurred in the geographical pattern of 
Canadian trade. Exports to the United States rose by over $500 million, an 
increase of 34 per cent. At the same time there was a very sharp decline in 


TABLE 12 
BALANCE OF INTERNATIONAL PAYMENTS 
Estimatep CurRRENT AccouNT BETWEEN CANADA AND ALL COUNTRIES 


(Millions of Canadian dollars) 


— 1939 1946 1949 1950 

CuRRENT CREDITS 
Exports (adiasted ). +235). 0. + onaepee eee eee ts « 906 2,393 2,989 3,139 
Non-monétany gold. «22005. OR ee 184 96 139 163 
Tourist expendituresicc . ic 2s 4.0 FH ae eee 149 221 286 275 
Interest ancddividends. |, «.....1:4 eau meere ces oF 70 83 93 
Freight and’ shippiig.. i355» cach pect aera 102 311 303 287 
Inheritances and immigrants’ funds.............. f 59} if 97 4) 66 56 
Other current: receiptsen: o.s. 5 coer eerde eee \ 1 211 216 
TotaltCredits (i Role. +. NAA eee 1,457 3,365 4,077 4,229 

CuRRENT DEBITS 
Limnorts (adjusted) iyn.. wegien sod i. bee pees oe 713 1,822 2,696 3,129 
PPOUrist CX Pena ltures: 5.4. aes 259s han pure ee 81 135 192 222 
Interest and’ dividends.) i 04. Shi 00 ah nen tee 306 312 390 474 
Ereight and shipping:..: .Adb : dvee~. cern ae eee 119 219 253 301 
Inheritances and emigrants’ funds................ { 112} f 514\ 53 63 
Other current: payments.\3, AO. SR i) J 306 356 
Total Debitsseu ? oe eee eee 1,331 3,002 3,890 4,545 
Net BALANCE ON CURRENT ACCOUNT............-506- +126 +363 +187 —316 


EstiMatep GEOGRAPHICAL DISTRIBUTION OF THE NET BALANCE ON CURRENT ACCOUNT 


oe 1939 1946 1949 1950 
Between Canada and— 
United States. ........ cc cece eee e cece renee renee —116 — 607 — 589 — 394 
United (Kaned on... 168 cee mer wes Fearn ae +137 +500 +439 +33 
er my re ber lin@ ALTON fcr ess peek waste +39 +164 +135 —26 
CRE ys COMMETION.. ccleraatele emcees as ie he ahaeane ee +187 +112 
Other Mounties. a. Soe. adaae ees eeu eGo Ls { +00! { +306 +15 —41 


ALEC ountries cdr ne ated oe ree eee +126 +363 +187 —316 
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exports to the United Kingdom and other sterling area countries, from approxi- 
mately $1,000 million in 1949 to less than $700 million in 1950. Canadian 
imports from the sterling area increased by $150 million during the same period. 
These marked changes have brought Canada more nearly into balance with the 
principal trading areas as shown in Table 12. 


Compared with 1949 Canadian exports of goods and services in 1950 rose by 
about 4 per cent in value although the volume is estimated to be approximately 


the same. Imports on the other hand increased by 17 per cent in value and 9 
per cent in volume. 


Notwithstanding the current account deficit, the official reserves of gold 
and United States dollars rose by $625 million in 1950. This increase was due 
primarily to the very heavy inflow of capital from the United States, a large 
part of it in the third quarter of the year. The available details of the transac- 
tions on capital account in 1950 are compared in the following table with similar 
transactions in 1949: 


(Millions of 
Canadian dollars) 
1949 1950 

Loans to United Kingdom and other governments (gross).......++++++++++> —120 —50 

Less Repayments..........cccece eee e cece cere eeeeereceress ede OE +18 +73 

Government of Canada borrowing in the United States CUS Sagara yest. - es — —50 
Increase (—) in official reserves of gold and United States dollars (expressed 

in U.S. ollata)) x. ss eRe ees cies eae bu aawar ee eis a6 0 h0'9 9p eae A Sa —119 —625 

Other capital, including exchange adjustments, errors and omissions........ +34 +968 

Totalt scsi cabs vhs REN . hee. REM EASES AS idee cee — 187 +316 

1 Equal in size but opposite in sign to net balance on current account. 
BALANCE OF INTERNATIONAL PAYMENTS 
MILLIONS OF DOLLARS MILLIONS OF DOLLARS 
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TABLE 13 


CANADA’S HOLDINGS OF GOLD AND U.S. DOLLARS 
(millions of U.S. dollars) 


Other 
Exchange Fund 
Account and Government Private? Total 
Bankor dq of Canada 
tae ADs OF an acke, Accounts 


Gold and 
Gold U.S. dollars|U.S. dollars}|U.S. dollars Tiss dciladd 


Depts 16,"19SOs. S00. . beatae en ee eee 204-9 33°8 22-4 132 393-1 
Dee, 81h 980s wrnccs he gest hice eter ¢ 218-0 54°8 33°4 98 404-2 
Dec. ol, 10a, aise seo ered eee 136-5 172-8 20-8 2 332-1 
DPSOCSlP 19D ack .eU ee hee. Ae 135-9 28-2 Zo "DO ifs @. t7isa AEE 187-6 
Dees 3 hire $04 id os Mion ss bjs tely> al eta 154-9 88-0 CE Me Pee Sven 318-5 
Dec, Sl, L045... . sce sce asicisiesie p omer nee 224-4 348-8 BOE trace Son oe cee 649-6 
DeeiSle W447). 30.0% Res ad as 293-9 506-2 LOD briana. iatits 902-2 
Dee. 31; S04 on rey h da leis tei ae ieseuieete eee 353-9 922-0 202 TMs ade) Ma 1,508-0 
Dee. 31, 1046.2. 2 cis ag euiaie ses cree ee 536-0 686-3 Zo BR SA AAS. OPM 1, 244-9 
Dec. Sb, FiOS: . ianesas Seve ecw has es 236-6 171-8 OOO Pais hve hase dc 501-7 
Deel Oss eee eins cae a tala iens ears 401-3 574-5 voll Unt Be SMpare earl 997-8 
Det. 31 1059 sa etn. «ee eee wate ao 486-4 594-1 a a a fees he ne Mie OS | 
DeenSier bo oUel cme ais eo ane chs eens ep tess 580-2 1,144-9 DO Grp es jutro oe 1,741-7 


1 Not including $18-2 million in United States dollars borrowed by the Government of Canada in 
August, 1949, and set aside for the retirement on February 1, 1950, of a security issue guaranteed by it 
and payable at the holder’s option in United States dollars. 


2 Exclusive of working balances. 


WHOLESALE PRICES 


PERCENT 1935-39=100 PERCENT 
260 260 
230 230 
200 200 
CANADIAN FARM PRODUCTS =o oi 
170 . 170 
140 140 
110 LEO 
80 80 
°) f°) 
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PRICE TRENDS 


The general level of prices in Canada showed very little change between 
the summer of 1948 and the spring of 1950, but since May, 1950, there has been 
a sharp increase of about 17 per cent in wholesale prices and 9 per cent in the cost 
of living index. These recent price increases have not been peculiar to the 
Canadian scene but are very much in evidence elsewhere in the world. 


For the year 1950, wholesale prices averaged more than 63 per cent above 
1949 and in December, 1950, were approximately 14 per cent above December, 
1949. The more rapid price increase in the latter part of 1950 has been continued 
in 1951 with the wholesale price index for February, 20 per cent above a year ago 
and 6 per cent above December, 1950. Prices of fully and chiefly manufactured 
goods moved in a manner similar to the total index with the greatest increase in 
the latter part of 1950 and early 1951. The index of Canadian farm products 
unlike the total wholesale index, showed a more rapid increase in the first part 
of 1950 and reached a post-war high in July at a point more than 11 per cent 
above that of the beginning of the year. The index then declined in the last 
half of 1950 so that during December it was about 5 per cent above the previous 
year. However, there has again been a strong advance in farm prices and the 
index for February 1951, is more than 8 per cent above December, 1950. 


The slight downward movement indicated in the cost of living index toward 
the end of 1949 was reversed in the spring of 1950 and the index moved steadily 
upward during the rest of the year. For the year as a whole the index averaged 

1 per cent above 1949 but at December 1, 1950, it was 5-9 per cent above 
December, 1949. A large part of the increase in the cost of living index is 
accounted for by the rise of 8 to 9 per cent in food and rents which together 
constitute half the weight in the cost of living budget. As with wholesale 
prices the increase has accelerated in recent months with the March 1, 1951, cost 
of living index 9-8 per cent above March 1, 1950, and 5-0 per cent above Decem- 


ber, 1950. 
TABLE 14 


WHOLESALE PRICE INDEXES 
(1935-39 = 100) 


ey a 

: hiefly 

Monthly Averages Can adian Manu- 

Total Farm f 
Products actured 
Goods 
© as es Be ee ere ot 

OS GORA TALES See URES <M Se erg os tere g 99-3 92-6 101-9 
OA Rees eta TN ete, cere at ne es She ee SPD eee Np Me alsi nis ale eter wtniane Se «waren ae 108-2 96-1 109-9 
Br ee oy a an tacare Bg onto s male oe oman a Re ene So oe 116-6 106-6 118-8 
hE ie, eee, Set erat yr er i) tee 123-3 127-1 123-7 
Do eS ERs ee eee cre Porc hs regen sid: 128-3 145-4 126-9 
Th ee Se aga came ae pap we neue ee 130-9 155-3 129-1 
TCS Rear Coe eee im Cin, FSA eee py eet ee 132-4 165-3 129-8 
er aay eincalnle RA FR Os eng A le a ea ae 139-2 177-0 138-0 
RE Eo cx d's a a Saisie aa Re Rela ie en oe Se 163-6 189-7 162-4 
“Toe CO nein  errer: Ge boo Cra 193-9 229-6 192-4 
TC i Se ria a. Cee Yee eee ct. 198-9 226-2 199-2 
CS is ere a, re or 212-4 231-5 211-0 
TORR TARMALY 5. so vse n sees view sacte dose nes eee h mas ae tans eee 199-9 219-2 200-3 
Bebruary.... cies veces ercewes ewes ox rere aa aagnamoneny 200-9 222-0 201-0 
Ty eer Serer rer ie tg oy: 202-4 226-9 202-4 

[VS Ol Seer ee cert rere Cr ee E 203-6 228-8 203-0 

BE Py grade in Sa kali barge dx sono 02 MEER = Pear Ree SS 205-8 231-6 204-1 

cn RR errs reer re cts Ast 210-3 240-9 207-1 

|) Serre cpr eee a Pe 213-2 244-3 209-2 
PGE anc secre dae ee haem os cae eed ee Nae eee pry Lee Xe 216-9 236-3 213-6 
aMtAnT ber’, «uss sseus eaves pide nen as sete ee RAL aR ee Aes te 223-8 234-9 221-5 
Ce errr er ra eee 221-3 228-5 220-8 

MIS RINTOT...,.6ceanse > sctvupw st ers pas shee che wrk PRA SRAM SD 223-7 230-4 223-2 

pe ee ee ere wreeer rrterey yer fat ee 226-4 234-5 225-5 

WRU NANUHEY. cis cc cae sks ren snr cases esha rast emntanasicndet sees 233-8 242-2 233-6 
240-0 253-7 240-0 


February pres. «Gdat b -  Bho ho + Dade Pg a- oe RS PS 


Note—1950 and 1951 indexes are preliminary. 
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TABLE 15 
COST OF LIVING INDEXES 
(1935-39 = 100) 
eee S!?:7:0 Ommha—_cr— 


CANADA UNITED STATES 


Total Food Total Food 


LOSD ROOT aC, PEs EP Eecers Mente ace at oer 101-5 100-6 99-4 95-2 
1940: i:hireves cReevan’ sree AE a ea bth ea 105-6 105-6 100-2 96-6 
1944 2 cau ok te trae, Mos wise ase eam ae Fe ncaa Ree 2 111-7 116-1 105-2 105-5 
1 tie ih lied A tad mained os ides PO Co Sel care eek en 117-0 127-2 116-5 123-9 
$O4S 6 Re he Ys EE he PEE ta eee chats a. 118-4 130-7 123-6 138-0 
1 FR hs enn MRO AME Pot re NL ee. eee 118-9 131-3 125-5 136-1 
TOG ee ce oo ene Ree ee IOUT ER aT gee = 119-5 133-0 128-4 139-1 
PO4B 8) ME. AL, a eee ee as 123-6 140-4 139-3 159-6 
BOAT he GSUGDY s vd Se WR a seta ee ee ee ee) ade sie 135-5 159-5 159-2 193-8 
TORS SON, i oy ins Weel eae atetS sc Gean RIE See ne Te Renee 155-0 195-5 171-2 210-2 
1940 FOR SEPA PR eee eee. | 160-8 203-0 169-1 201-9 
DOED owe beds bance Aad sc thre TR ee be ad 166-5 210-9 171-91 |. 204-51 
1O50—Jantiar yoo. C oe eee ne len He os a bocce eee ets. 161-0 199-4 168-2 196-0 
February). fetes 12g OE aa eee ene | 161-6 201-3 167-9 194-9 
Marehi)s §:. coe wes sob Tb ose ald tet ee eles: & 163-7 204-0 168-4 196-6 
AOPIl so hee ee Cede bea 2 ae RR See 164-0 204-5 168-5 197-3 
Ma Vinred sha thas s Sado tips dards aot ed Seen ain’ re < 164-0 204-6 169-3 199-8 
SPRING: oe a cere ced wad EE Le os te ee ce 5 165-4 209-0 170-2 203-1 
[eatin IMIG Be A MIR Se gc, Ua ar 167-5 214-3 172-0 208 - 2 
Aupustan. ih) ek Js eee eR ees 8 168-5 216-7 173-4 209-9 
September .< o..ceech « camenes 0b oo Pee ee eer enges Fo 169-8 218-8 174°6 210-0 
Clete. 25.4 ue caver Metis Sate RE tre ees 170-7 220-1 175-6 210-6 
November. ..i02. CAG POG QL eeeiette sos 170-7 218-6 176-4 210-8 
TOOT ELT hry.-n. 6 ile dloveas otras aA elas aides as 171-1 218-8 178-8 216-3 
1651—“Jantiary 15 06 04 ott te ae tate ie Bivins 172°5 220-2 181-5 221-9 
February... cbaccckdungads 22: eee mere 175:°2 224-4 183-8 226-0 
ME ATO es 8 oodic esac oan widest as PRE ae as « 179-7 233-9 


1 Adjusted series United States Consumers’ Price Index from January, 1950, forward. Source: 
Bureau of Labour Statistics. 
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PART II 
REVIEW OF GOVERNMENT ACCOUNTS 1950-51 


1. INTRODUCTION 


1. Although the Government’s fiscal year ended on March 81st, the books 
must remain open for several weeks after that date in order to record various 
adjusting entries and to take into account all payments up to and including 
April 30th made on account of expenditures originating in, and properly charge- 
able to, the fiscal year 1950-51. Consequently, as final figures for that year 
will not be available for some considerable time, the figures appearing in this 
Part must be regarded as preliminary and subject to revision. 


2. HIGHLIGHTS OF GOVERNMENTAL FINANCIAL OPERATIONS 
DURING 1950-51 


2. The revenues of the Government for the year ended March 31, 1951 are 
now estimated at $3,105 million, the largest total yet recorded. As expenditures 
for the year are estimated at $2,902 million, the fiscal year 1950-51 is the fifth 
successive year the financial operations of the Government will result in a 
budgetary surplus. On the basis of these figures it would appear that the 
Government’s budgetary surplus will probably total something in the neighbour- 
hood of $203 million compared with $131 million for the year ended March 31, 
1950. As a result the Government’s net debt (the excess of total liabilities over 
total active assets) will be reduced by an equivalent amount. This will bring 
to a total of $1,980 million the amount by which the Government has reduced 
its net debt during the past five fiscal years. This reduction is approximately 
equivalent to the amount by which the Government’s net debt increased during 
the first three and one half years after the outbreak of war in 1939. 


3. While the budgetary surplus for 1950-51 is estimated at $203 million, the 
Government has been able to make loans and advances and other non-budgetary 
disbursements of more than $600 million and at the same time to purchase or 
retire outstanding funded debt to the extent of over $200 million. The manner 
in which this has been achieved may best be understood by taking an over-all 
view of the Government’s cash transactions for the year. As explained in greater 
detail in the section on ‘“The Cash Accounts’, all the Government’s cash receipts 
and disbursements are not reflected in the budgetary accounts, nor do all 
budgetary transactions result in the inflow or outgo of cash. Substantial 
amounts are received and paid out for extra-budgetary purposes (such as the 
loans and advances which the Government is required to make and the trans- 
actions in connection with the many superannuation, insurance, pension, annuity 
and deposit and trust accounts which it has undertaken to hold or administer. ) 
On the other hand a substantial part of the budgetary revenues and expenditures 
are merely of an accounting or bookkeeping nature and do not result in the receipt 
or disbursement of cash. 


4. While the Government’s budgetary surplus for the fiscal year was $203 
million this does not reflect the full economic impact of Government operations 
upon the economy. When the budgetary surplus is adjusted for non-cash 
transactions, there remains an amount of about $642 million. This sum, 
together with $150 million from repayments of loans, investments and working 
capital advances, net insurance, pensions and annuity contributions, and other 
non-budgetary cash receipts made $792 million cash available for making 
necessary loans and investments and other extra-budgetary outlay. During the 
fiscal year cash payments amounting to $612 million for loans and investments 
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and for other non-budgetary purposes which would otherwise have required 
additional borrowing, were made out of available cash resources. As a result of 
all these transactions, the cash surplus for the fiscal year was $181 million. 
By using this amount and by allowing the Government’s cash balances to be 
reduced by $25 million, funded debt amounting to $116 million was retired 
and securities amounting to $90 million were acquired for the Government’s 
investment portfolios (mainly the Unemployment Insurance Fund). 


3. THE BUDGETARY ACCOUNTS 


5. The table which follows gives a summarized statement of revenues and 
expenditures for the fiscal year ended March 31, 1951, with the comparable 
figures for the four preceding fiscal years. More detailed tables in comparative 
form may be found at the end of this Part. 


SUMMARY OF REVENUES AND EXPENDITURES 


(In millions of dollars) 


FiscaL YEAR ENDED Marcu 31 


1947 1948 1949 1950 ~—|- Estimated 
$ $ $ $ $ 
REVENUES 
Ordinary revenues... ee Ae. Oe 2, 588-5 2,629-8 2,649-1 2,528-7 3,012-7 
Capital refunds er tas ci ys 8s ue meee 0-1 0-1 0-1 0-1 0-1 
Special receipts and other credits........ 419-3 241-8 122-2 51-3 92-5 
Total Revenues............. 3, 007-9 2,871-7 2,771-4 2,580-1 3,105-3 
EXPENDITURES 
Ordinary expenditures...............48- 1, 236-2 1,380-0 1,573-4 1,701-3 2,681-0 
Capital expenditures... .... cue asses sare 11-2 15-7 18-5 22-9 16°5 
War, demobilization and reconversion 
expenditures. ies ore cic « eike oy aiaivipe neta ini 1,314°8 634-4 425-6 BGS s Gide "5 cons: ayy oto 
Special expenditures..................+.- 31-9 63-1 34-8 37-9 113-6 
Government-owned enterprises.......... 10-7 18-7 39-7 52-4 8-4 
Other charges, including the write down 
Ok, GHSOUS foo 5 55. 5c koe cole a erate alien oes 29-4 83-7 83-9 165-5 82-3 
TotalPixpetidituress <4 4105726 S556) nos 2,634-2 2,195-6 2,175-9 2,448-6 2,901-8 
Budgetary Surplus... : 22 saeco ts 373-7 676-1 595-5 131-5 203-5 


6. Total revenues, estimated at $3,105 million for 1950-51 are expected to 
show an increase of $525 million over the total for the previous year. Total 
expenditures are estimated at $2,902 million, or $453 million more than the corre- 
sponding total for 1949-50. 


7. Ordinary revenues are estimated at $3,013 million, an increase of $484 
million over the total for the previous year. The total of $92 million for special 
receipts and credits represents an increase of $41 million over the total of $51 
million received in 1949-50. 


8. On the expenditure side, the total of ordinary expenditures for 1950-51 
shows an increase of $511 million over the combined total of ordinary and 
demobilization and reconversion expenditures for the previous year (from $2,170 
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million in 1949-50 to $2,681 million in 1950-51). The increase was attributable 
chiefly to increases of $388 million in National Defence expenditures, $76 million 
in the Government’s contribution to the Civil Service Superannuation Fund, 
and $20 million in subsidies and compensation to provinces. An increase of $76 
million in special expenditures (attributable largely to additional payments 
to the Canadian Wheat Board and emergency grants and payments in connection 
with flood and fire disasters) was offset by decreases of $6 million in capital expen- 
diture, $44 million in government owned enterprises (reflecting a substantial 
decrease in the deficit of Canadian National Railways for the calendar year 1950) 
and $83 million in other charges (due largely to the absence in the year under 
review of any item comparable to the charge of $62 million in 1949-50 in connec- 
tion with the assumption by Canada of part of the Newfoundland debt in accord- 
ance with the Terms of Union). 


A. ANALYSIS OF REVENUES 


9. Estimated revenues for the year 1950-51, classified according to major 
categories are presented in the following table, along with corresponding figures 
for the previous fiscal year. 


STATEMENT OF REVENUES, BY MAJOR CLASSIFICATIONS, FOR THE YEARS 
ENDED MARCH 831, 1951 AND MARCH 31, 1950 


(In millions of dollars) 


Fiscal Year Ended March 31 Increase or 
Decrease (—) 
Source 1951 
(Estimated) 1950 


Amount | Percent 
Amount | Percent | Amount | Percent 


Ordinary revenues— 
Direct taxes— 


Personal income tax..............5. 652-0 21-0 622-0 24-1 30-0 4-8 
Non-resident income taxes.......... 62-0 2-0 47-5 1-8 14-5 30°5 
Corporation income tax............- 800-0 25-8 603 -2 23°4 196-8 32-6 
Pixcess Prolite nar... atone ane aie 10-0 0-3 —1-8 —0-1 pa ay orem sae! 
SILC CESSIONRGLLIOCS ini ee ee tena 34-0 ileal 29-9 1-2 4-1 13-7 
Dotaledirectitaxestee ns 1,558-0 50-2 1,300-8 50-4 257-2 19-8 
Indirect taxes— 

Customs import duties............. 298-0 9-6 225-9 8-7 72-1 31-9 
NOX CISSsCLUILLESiy ie teen ee ee eee aie ees 245-0 7-9 220-6 86 24-4 11-1 
FOUXCIS@ACAXES on 2 cetera ee ne: tates 675-0 21-7 571-5 22-2 103-5 18-1 
OPHSribaxess ccs ee error ices 4-9 0-2 4-4 0-1 0-5 11-4 
Total indirect taxes........ 1, 222-9 39-4 1,022-4 3)-6 200-5 19-6 

Total tax revenues......... 2, 780-9 89-6 | 2,323-1 90-0 457-8 19-7 

Non-tax revenues— 

Post OICe. soe ie ass 90-0 2-9 84°5 3°3 5:5 6-5 
Return OnunVestm Cuuseerraeine st. +. 8 il 2-9 91-5 3°5 —2-4 —2-6 
Other non-tax revenues............. SPARES 1:6 29-6 1-2 23-1 78-0 
Total non-tax revenues..... 231-8 7°4 205-6 8-0 26-2 12-7 

Total ordinary revenues....| 3,012-7 97-0 2,528-7 98-0 484-0 19-1 

Special receipts and credits............. 92-6 3-0 51-4 2-0 41-2 80-2 
Total revenues............. 3,105-3 100-0 | 2,580-1 100-0 §25-2 20-4 


Nore: Due to rounding off, columns may not add exactly to totals shown. 
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10. It will be noted that 50-2 per cent of grand total revenues for the year 
was derived from direct. taxes, 39-4 per cent was obtained from indirect taxes, 
and the remaining 10-4 per cent was attributable to non-tax revenues and special 
receipts and credits. 


Tax on Personal Incomes 


11. The personal income tax yielded an estimated total of $652 million, 
an increase of $30 million over 1949-50. As the same rates have been in effect 
for the past two fiscal years the increase in revenue in 1950-51 is a reflection of 
the higher levels of income and employment which prevailed throughout the 
year. 


Corporation Income Tax 


12. Corporation income taxes yielded an estimated total of $800 million 
making this the largest single source of revenue during the year. Collections 
from this tax showed an increase of $196-8 million over the previous year’s 
total. This increase is attributable to higher profits in 1950 and also to the 
provision introduced in the 1950 budget which allowed private companies to 
capitalize their undistributed income on hand at the end of the 1949 taxation 
year upon payment of a tax of 15 per cent of the undistributed income. Nearly 
$91 million of the total taxes collected from corporations in 1950-51 represented 
the 15 per cent tax paid by private companies which have elected to take 
advantage of this provision. 


13. The increase in the rates of tax from 10 per cent to 15 per cent and 
from 33 per cent to 38 per cent effective from September 1, 1950 also accounts 
for part of the increase in revenue in 1950-51. 


Excess Profits Tax 

14. The excess profits tax ceased to be levied on profits earned after 
December 31, 1947 but the clean-up payments received during the year exceeded 
the refunds and adjustments by about $10 million. 
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Taxes on Interest, Dividends, Rents and Royalties 

15. Revenues under this heading come from withholding taxes on certain 
payments made to non-residents. The total of $62 million collected in 1950-51 
is $14-5 million greater than in the previous year, an increase largely due to a 
higher level of dividend payments during 1950. 


Succession Duties 


16. Revenue from succession duties is estimated at $34 million for 1950-51, 
an increase of $4-1 million over the previous year. 


Customs Duties 

17. Net revenue from customs duties for the year is estimated at $298 
million, an increase of $72-1 million over the total for 1949-50. This increase 
reflects the increased level of imports at higher prices during the year. 


Excise Duties 

18. Excise duties are levied exclusively on alcoholic beverages and tobacco 
products. The estimated total revenue from this source for the year is $245 
million. This is an increase of $24-4 million over 1949-50 due mainly to the 
higher rates of tax on malt and spirits levied in September, 1950. Gross receipts 
from these duties, before deducting refunds, are divided as follows: $132 million 
from alcoholic beverages ($107 million in 1949-50) and $116 million from tobacco 
products ($116 million in 1949-50). 


Excise Taxes 

19. Excise taxes are levied on a variety of items under the Excise Tax 
Act. Total net collections for the year are estimated at $675 million, an in- 
crease of $103-5 million over 1949-50. This increase is due to higher levels of 
production and increased prices during the year and to the tax changes introduced 
in September 1950. At that time the rate of tax on all those items which had 
previously been subject to tax at 10 per cent was raised to 15 per cent and a 
number of items not previously taxed were made taxable at 15 per cent. In 
addition a tax of 30 per cent was levied on candy, chewing gum, and soft drinks. 


20. The most important tax under the Excise Tax Act from the point of 
view of revenue is the sales tax, which yielded an estimated gross revenue of 
$471-1 million, an increase of $55-9 million over the previous year. 


21. The second largest revenue source among the excise taxes is the tax 
on tobacco products which yielded approximately $83-2 million, slightly less 
than in the previous year. 


22. Almost all tax sources showed an increase in revenue over the previous 
year. The tax on automobiles and rubber tires and tubes, which yielded an 
estimated total of $63 million during the year, showed the largest increase 
amounting to $24-8 million over the previous year. 
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23, The tax sources showing the largest increases, and the amount of the 
increase in each case, are given below. 


Estimated 
mats increase 
over 

1949-50 
PARTON. SUE TAL BML, COTIGIS: = ote cc osc nuEe Ce ee oe ren nkdhae a et eTee cee a $24, 807,000 
SEATS SACRO VARIO MUNI cic ccs ok Ow eo EE es a peso Gea Maitorind MA man «8 aes ae 9,370,000 
ST EG ara Cate ein hd Chad oe» th 2c ea te dv a aan hehe, tides bk a Beate Adee Me saloon pad 5,773, 000 
ER PR ROTOR OD GS AOE ht... col 35 sch! Cael ch, laura, Aaa acl ahs pn, tan ies Seba doi ei mena ela 2,523,000 
Bier ana gas evoliances a, 52. eRe so ¥cide sack alate ded be A Ra cd. dade oth GSS Jey bah 2,300,000 
See tas TEAS TILL TALLIS SS ans < oc ce wena ee were CO ake end Heer thea Cae» 2,099, 000 
EN Bes ALY «arog os caus pcm Barts wile wed seein st a oie tear eines nib inc od aetks 1,363,000 


Other Indirect Taxes 


24. Small amounts of tax revenue were derived from the tax on the net 
premium income of insurance companies; from a tax on the export of electric 
energy from Canada; and from a tax on the export of furs from the Northwest 
Territories. Total revenue from all these sources in 1950-51 is estimated at 
$4-9 million, an increase of $0-5 million over the previous year. 


Non-Tax Revenues 

25. Non-tax revenues for 1950-51 are estimated at $231-8 million, an 
increase of $26-2 million over the 1949-50 total. The following table presents 
a comparative summary of revenues under this heading for the past two years: 


Fiscal year ended 


Increase 
Mar. 31 ck ce 
1951 ecrease 
(Estimated)|___ 19°? bet, 


Pn nn LEE EEE NEESER 


(In millions of dollars) 


WAPRETIG oe hb aw defeat d 6 Sedtyess a8 wip htloteisin Opi ae Mm cies 90-0 84-5 5-5 
Per ih Tir CSULIIODIUS. « . 5, face bese PE ol ci ore ene a Siew wpe tins Wie 89-1 91-5 —2-4 
Premium, discount and exchange..........sseeeeerceceeeeeereeees 18-0 = 18-0 
Del s LL COINAGE. « aos cx sin side eas osiste aed tae c4esseb wees cle ee ts 4-8 4-5 0-3 
Privileges, licences and perMits.......... 6. cece eee e eect eee eens 8-7 7-6 1-1 
RE PERISTYE BRIO 000s oo us he oats Oe Fea eh Cee aes er nn Re 4-2 2-9 1-3 
Services and service feeS.......... 00s scene eee e eee eeees WR dAe 12-7 11-2 1-5 
Refunds of previous years’ expenditures............eeeeeeee ee eeeee 2-0 1-5 0-5 
WeePIR COTS. cc cc ce hve ccc ece oe ce ost SUR eeeshe eal (GOIRRNe SORES 2°3 1-9 0-4 

Total non-tax TEVCNUEC. \x)s14 rab isid or inegl> Sete <a> sy ener b 231-8 205-6 26-2 


26. Post Office receipts are estimated at $90 million, an increase of $5-5 
million over the total for the preceding year. As the total costs of operating 
the Post Office during the year are estimated at $92-1 million, it is expected 
that operating costs will exceed receipts by approximately $2-1 million. In 
making the comparison, however, It should be borne in mind that the total 
shown for Post Office receipts does not reflect the value of services rendered free 
of charge to other departments, nor does the total shown for operating expenses 
reflect any charges for premises owned by the Government and occupied by the 
Post Office Department or for certain accounting and miscellaneous services 


provided by other departments. 
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27. Return on investments is expected to show a small decrease of $2-4 
million from the total received in 1949-50. The larger items entering into the 
estimated total of $89-1 million for 1950-51 are: Interest on advances to the 
Canadian National Railways, $21-8 million; Bank of Canada profits and divi- 
dends, $19-9 million; interest on loans to, and operating profits of, the Foreign 
Exchange Control Board, $14-8 million; interest on loans to foreign govern- 
ments under Part II of The Export Credits Insurance Act, $15-5 million; 
interest on Central Mortgage and Housing debentures, $5-5 million; and interest 
on advances under the Soldier Settlement and Veterans’ Land Acts, $3-7 million. 


28. The estimated total of $18 million credited as premium discount and 
exchange revenue during 1950-51 may be compared with the charge of $19-7 
million included in expenditures in 1949-50. This revenue arises chiefly from 
the revaluation of sterling and United States’ dollar assets and liabilities reflect- 
ing the new exchange rates consequent upon the Government’s announcement 
on September 30, 1950, that it did not propose to establish a fixed parity for the 
Canadian dollar or to prescribe official fixed rates of exchange. The net revenue 
of $18 million during 1950-51 is due mainly to bookkeeping adjustments totalling 
$20-7 million reflecting decreases of $18-8 million in net indebtedness payable 
in United States dollars (consisting of an exchange credit of $29-1 million on 
matured and unmatured funded debt less a debit of $10-3 million on cash held 
in New York) and $1-9 million in net indebtedness payable in sterling (consisting 
of an exchange credit of $2-9 million on unmatured funded debt less a debit of 
$1 million on cash and securities held in London). The total revenue of $20-7 
million due to currency revaluations was offset by disbursements totalling $2-7 
million representing exchange losses due to the purchases and sales of gold, 
sterling and United States dollars. 


Special Recerpts and Credits 


29. The total of special receipts and credits for the fiscal year 1950-51 is 
estimated at $92-6 million as compared with total receipts of $51-4 million for 
the preceding year. The following table presents a comparative summary of 
the principal sources of special receipts and other credits for the last two years: 


Fiscal year ended 


Increase 
March 31 i a 
1951 ecrease 
(Estimated) 1950 eo 


(In millions of dollars) 


War and demobilization receipts. ei... fs hoes Jogo ee eel ie edoe ee 45-2 34-8 10-4 
Sale of surplusCeown Assets etnias. ole oe lads eeahde laeldste de ade: 20-4 16-3 4-1 
Refundable portion of excess profits tax—transfer to revenue of 

excess reserve set Up iN preVIOUS VeaIS........... cee eee eee 25-0 —_ 25-0 
Repayment by Canadian Pacific Railway of loan made under 

Relief Acts (classified as non-active)............ceceeceecevers 1-4 — 1-4 


Sundry special réceipte ane Creal. 260.6665. sees ren cds se sawe eves 0-6 0:3 0-3 
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30. War and demobilization receipts constituted the largest source of 
special revenues, the estimated total of $45-2 million received during 1950-51 
being $10-4 million more than the total for the preceding year. The following 


summary gives an estimate of the principal receipts under this heading during 
1950-51: 


(In millions 


of dollars) 
Refunds in connection with cost audits and re-negotiation of war contracts...... $3-7 
Amount received from Central Mortgage and Housing Corporation representing 

surplus funds in excess of $5 million reserve established by the Corporation 

and proceeds of sale of Wartime Housing properties.................0000e000e 7-4 
Receipts from foreign governments in respect of military relief claims and currency 

Credits arigme from War SeLueInente, sires rie ee Pe No et ae 9-1 
Balance of Canadian Sugar Stabilization Corporation’s price stabilization con- 

PINS GUC LESCLV ce LrAnsierred LO re ViCNUCiE ies chr tke Gln wabaln Sera be siete 6 os abs 18-7 
HBetimated surplus.ol (Canadian Areonale Dimited .6...¢es- sad 9 sds eens ccen gems 1-7 
PP wosllahsous fecdipta).. 6 fie PRL AA. Rd. EG, TT. 3 4-6 

$45-2 


31. The amount of $20-4 million realized from the disposal of surplus 
Crown assets represents the estimated receipts during the fiscal year from 
Crown Assets Disposal Corporation after allowing for transfers to active assets 
of amounts applicable to ‘Balances receivable under agreements of sale of Crown 
assets’’. It does not include the residual cash balances or the value of accounts 
receivable carried by the corporation as at March 31, 1951. 


32. The amount of $25 million represents a transfer to revenue of the amount 
by which the reserve set up in previous years in respect of the refundable portion 
of excess profits tax is now estimated to be in excess of requirements. 


Comparison of Actual Revenue with Budget Forecast 


33. The total revenues now estimated for the year 1950-51 will be about 
$436 million more than the forecast of revenues made in the budget speech of 
September 7, 1950. 


84. The revenues from customs import duties, the sales tax, and other 
excise taxes, proved much more buoyant than expected last September as prices 
continued to rise here and in the United States and the level of production in 
many lines reached new records. 


35. The steadily rising level of salaries and wages and continued full employ- 
ment brought the revenue from the personal income tax well above anything 
which could be foreseen seven months ago. 


36. Rising prices, production at almost full capacity, and the coming into 
operation of new plant and equipment reflecting the large capital investment 
during recent years brought total corporation profits to a new high in Canada 
with consequent increases in the revenue from the corporation income tax. 
In addition the number of private companies which elected to pay the 15 per cent 
tax and capitalize their undistributed surplus greatly exceeded that expected 
in September with the result that revenue from this source exceeded that 
anticipated at the time of the budget in September by a substantial amount. 
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37. Higher dividend payments as a result of increased profits, a relaxation 
in November, 1950, of the Foreign Exchange Control Board requirements 
governing the payment of dividends by controlled subsidiaries in Canada to 
parent companies abroad, and an apparent desire on the part of parent companies 
in the United States to get profits home before United States tax rates increased 
resulted in the tax on “Interest, dividends, rents and royalties’ yielding $14 
million more than was expected last September. 


38. The excess of non-tax revenue receipts over the budget forecast is due 
largely to the amount of $18 million for “Premium, discount and exchange”’ 
arising out of the revaluation of the Government’s assets and liabilities payable 
in sterling and United States dollars consequent upon the freeing of the exchange 
rate for the Canadian dollar on September 30, 1950. 


39. Special receipts and credits, which are always difficult to estimate in 
advance, were increased by the amount of $25 million transferred to revenue 
during the year which represented an excess provision in prior years for the 
reserve for refundable excess profits tax. This transfer was not anticipated 
when the budget was prepared in September. 


DETAILED STATEMENT OF BUDGET FORECAST COMPARED WITH 
ACTUAL REVENUE FOR 1950-51 


(In millions of dollars) 


ee ooceaqgzepeo0#8e0uepé#eoOSeeSSoasaemssgq{0—on0aoa——w—mn>—=> 


Increase 
Budget or 
Forecast Actual Decrease (—) 
Source of Revenue of Revenue Revenue in Revenue 
(Sept. 7, (Estimated) |as Compared 
1950) with Budget 
Forecast 
re ee een ene, SL de ge 
$ $ $ 
stOris IMMPOLt CULICS) <5 ieee ee pie les soles seen ae oes 245-0 - 298-0 53-0 
PCH! CLUUIOS tee eee ee eee ed Bere wigs SS bie ea ee 235-1 245-0 9-9 
Sales tax (Net). ss sae ee eins a iva bares scoala gee men 415-0 459-1 44-1 
Mthermexcisetaxcse. . CUA ihe wakes so BCR e «co bEee 205-3 215-9 10-6 
Rersonalunconiecaxe weer erties terre ee ries oe eit ris aoa 590-0 652-0 62-0 
Corporation income, CARY a. ceiiey yee ge lee oe ais 2 = ahs opel esr 0 Be 633-5 800-0 166-5 
Interest, dividends, rents, royalties................eeeeeeeee 48-0 62-0 14-0 
Texcaas Prolite. Cake bt eres oe serge oe 8h 8 os 8s os 5 oe = | oe 10-0 10-0 
STI CO SSTORL CLUUI CS re tie ec ate es aki ighalat +, oo a4 ace sd ele ouvieecete 30-0 34-0 4-0 
Miscellancous taxes ssc cor mete cg rioia sais eb a G)snpeeis apa eee 4-0 4-9 0-9 
MotalL caxeLevienile cae een ie casio is sfeye wisia atersiccese tiie 2,405-9 2,780-9 375-0 
INIT erOVeCUUOt re fr Cotte ee. ese sees eo eke een as 203-0 231-8 28-8 
TOtAl OfG Dary, TO VeONUC on Settee So ses ean cr vee crreae’s 2,608 -9 3,012-7 403-8 
Snocial Teceipusas eon pi och mse oss ved tee civsit ag bios 60-0 92-6 32-6 
Total: TEViCDUO sete eta as «seh lepste B/ erat. «bear eneertls 2,668 -9 3, 105-3 436-4 


ae 


B. ANALYSIS OF EXPENDITURES 


40. It has been customary to present in summary form a comparison of 
expenditures by major classifications for the current fiscal year with those of 
the previous fiscal year. However, due to the elimination of the category 
“demobilization and reconversion expenditures” in 1950-51, many payments, 
which were included under this heading in 1949-50, have been classed as 
“ordinary expenditures” in the year under review. Consequently, to compare 
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satisfactorily the expenditures of the several departments as between the two 
years, it is necessary to consider the combined total of “‘ordinary” and “demobili- 
zation and reconversion”’ expenditures for 1949-50 in relation to the estimated 
“ordinary” total for 1950-51. The table which follows presents a comparative 
summary of the expenditures for the past two years on this basis: 


STATEMENT OF EXPENDITURES BY MAJOR CLASSIFICATIONS FOR THE YEARS 
ENDED MARCH 31, 1951 AND MARCH 31, 1950 


(In millions of dollars) 


Fiscal Year Ended March 31 
a Increase or 
Decrease (—) 


1951 
(Estimated) 1950 


Amount | Per cent | Amount | Per cent | Amount Per cent 


ORDINARY FOR 1950-51 AND ORDIN- 
ARY AND DEMOBILIZATION AND 
RECONVERSION FOR 1949-50 


National Defence— 


Army, Navy and Air Services.... 536-3 18-5 348 -0 14-2 188-3 54-1 
Defence Research and Develop- 
ida Ves (YR eh ot ee a Pee 23-9 0-8 22-4 ~ 0-9 1-5 6-7 
Pensions—Militia Pensions Act... 5-0 0-2 5-0 LOVSP AY [St Oar a IS ei OAT a ae 
Government’s. contribution to 
Permanent Forces Pension Fund 12-0 0-4 9-0 0-4 3°0 33°3 
Defence Appropriation Act 1950, 
Bear Shik ti ae ceeds . hash k 195- Geact. wild 2 eeeairae ee 5 Robe Ahk curable ho 
SUE VESPT VY ICPG 5 50% .doa.s soe pel USS) Ee eee ae O25; boleuw 0a eee —0-2 —40-0 
772-9 26-6 384-9 15-7 388 -0 100-8 
Public Debt Charges— 
Interest on Public Debt.......... 425-2 14-6 439-8 18-0 —14-6 —3-3 
Teri LICE DATES » «6 nice er-eaie oe 13-8 0-5 11-0 0-4 2-8 25-5 
439-0 15-1 450-8 18-4 —11-8 —2-6 
Subsidies and Compensation to 
Provinces (including Transit- 
ional Grant to Newfoundland). 123-9 4-3 103-9 4-2 20-0 19-2 
Family Allowanted inn. d20. sss sin 309-5 10-7 297-5 12-2 12-0 4-0 
Old Age Pensions and Pensions to 
Sih POTADNE cee oes ks a oe eee 103-2 3-6 93-2 3°8 10-0 10-7 
Government’s contribution to Super- 
anniation “ACCOUNE ies... «556s eas 81-9 2-8 5-5 0-2 76°4 1, 389-1 
Unemployment Insurance Act— 
Administration and Government’s 
CORPO ales 55 ess soe te 53-5 1-8 45-1 1-8 8-4 18-6 
Premium, Discount and Exchange. .|.........-[.-.+++:+5: 19-7 0-8 me EOGT L. S55 sida abemente 
AGT CHEB sos shane es 2 <a letee 49-6 197 47-5 1-9 2-1 4-4 
Citizenship and Immigration....... 21-4 0-7 17-7 0-7 377 20-9 
Mines and Technical Surveys....... 18-0 0-6 23-6 1-0 —5-6 —23-7 
National Revenue.......ssscsonerks 49-6 tay 50-6 2-1 —1-0 —2-0 
PasPOMmteros 5 ee AAA, 92-1 3-2 82-6 3°4 9-5 11-5 
Piste WOLKE. ode ass ds Sc dee we ee 72°5 2-5 67-1 2-7 5-4 8-0 
Resources and Development...... a 34-4 1-2 25-4 1-0 9-0 35-4 
Trade and Commerce..........+:+. 41-4 1-4 41-2 1-7 0-2 0-5 
PMNS pou kic aces ys ts Shoe se ee ae 63 +6 2-2 52-5 2-2 11-1 21-1 
Vaterane AMairs. .......--eeesnes es 180-8 6-2 180-7 7-4 0-1 0-1 
st Discharge Rehabilitation 
lariat o 7 inne te Le Senos 12-9 0-5 25-1 1:0 —12-2 —48-6 
War Service Gratuities and Re- 
establishment Credits.........- 16-0 0-6 22-5 0-9 —6-5 — 28-9 
Other Departments.........++++++: 144-8 5-0 132-8 5-5 12-0 9-0 
io th en gers 2,681-0 92-4 | 2,169-9 88-6 511-1 23-6 
CAPITAL EXPENDITURE.......----++> 16-5 0-6 22-9 0-9 —6-4 —27-9 
SpreciAL EXPENDITURE......--++++:> 113-7 3-9 37-9 1-6 75-8 200-0 
GovERNMENT OWNED ENTERPRISES 8-4 0-3 52-4 2-1 —44-0 —84-0 
Orner CHARGES. ........2+--s00ee: 82-3 2-8 165-5 6-8 —83-2 —50-3 
RS Oe i 2,901-8 100-0 | 2,448-6 100-0 453-2 18-5 
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National Defence 

41. National defence expenditures, which are estimated at $772-9 million 
for 1950-51 constitute the largest class of government expenditures, representing 
26-6 per cent of the over-all total for the fiscal year. This total, representing 
an increase of $388-0 million, is more than double the total of $384-9 million 
spent on national defence in 1949-50. The following table shows a comparative 
summary of the expenditures on national defence for the last two years: 


Fiscal Year Ended 
March 31 Increase 


or 
Giethnated) 1950 saan id 


(In millions of dollars) 


Army, Naviy-and Air Services 7 sic n eens shit aioe 536-3 348 -0 188-3 
Defence Research and Development.....................0-- 23-9 22-4 1-5 
Defence Appropriation Act, 1950, sec. 3..............-eceees 195 Any | eterna siesey 195-4 
Pensions—Militia Pensions Act............. 0... ee cece eevee 5-0 Dele Aree 
Government’s contribution to the Permanent Forces Pension 
Ban kos Pea eer ae is oak Oe Ce ee MENT ge. eet 12-0 9-0 3-0 
Sundry Services aieh). 2. aad ae. cr eee os cee 0-3 0-5 —0-2 
772-9 384-9 388 -0 


42. Expenditures for Army, Navy and Air Services are expected to show 
an increase of $188-3 million, the total for 1950-51 being estimated at $536-3 
million. Of this total, $47-8 million represents payments to Central Mortgage 
and Housing Corporation for housing accommodation for married quarters for 
service personnel, etc., taken over by the department during the year. A like 
item of $0-6 million is included in the total of $23-9 million for defence research 


BUDGETARY EXPENDITURE 


FISCAL YEARS ENDED MARCH 3! 


MILLIONS OF DOLLARS Ce) Cane Oe 


$2,902 


| 


ALL OTHER EXPENDITURES 
100% 32% 


36% 
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and development. The amount of $195-4 million shown under ‘Defence 
Appropriation Act, 1950, sec. 3,” represents the value of defence equipment and 
supplies transferred to parties to the North Atlantic Treaty. Under the 
provisions of this section, an amount equal to the estimated present value of 
the equipment and supplies so transferred was paid into a special account, to be 
_available subsequently for the purchase of equipment or supplies for the naval, 
army or air services of the Canadian Forces. 


Public Debt Charges 


43. Public debt charges constituted the second largest single item of 
government expenditure in 1950-51 comprising 15-1 per cent of the over-all 
total, but due to a substantial decrease in interest on public debt the total of 
$439 million was $11-8 million less than the corresponding amount fer the 
previous year. Interest on public debt amounted to $425-2 million, the decrease 
of $14-6 million from the total for 1949-50 being attributable primarily to a 
reduction in the outstanding unmatured funded debt. A reduction of $18-7 
million in the payment of interest on the outstanding funded debt, of which 
$16-3 million was on debt payable in Canada, was offset by an increase of $4-1 
million in interest paid or credited to various annuity, insurance, superannuation, 
deposit and trust accounts. 


44. Other public debt charges including the annual charges for the amortiza- 
tion of loan discounts, premiums and commissions, the costs of new loan 
flotations (not amortized), and certain miscellaneous charges for debt servicing 
amounted to $13-8 million as compared with $11 million for the previous year 
and brought the total of all debt charges for the year to $439 million. 


45. The following table presents a summary of public debt charges for 
1950-51 and the corresponding figures for the preceding year. 


ee  —————————————__ TT EEE 


Fiscal Year Ended 
March 31 Increase 


or 

1951 Decrease (—) 
(Estimated) 1950 
(In millions of dollars) 


Interest on Public Debt— 
Funded Debt and Treasury Bills— 


Payable in Canada......cccce cence dee e eens eee tenes 377°8 394-1 —16-3 

Payable in London. Le byt tse! Vt LL Naa gem hs bie. as 
ERB gis Ci ¢ emer Per panes i i rene Ie epee cat . . —2- 

Payable in New Yor ae dara ee 

Deposit and MP iid b iA OBOE as <> colt « Leos <page > 94s Pet ee 2-8 2-4 0-4 

Insurance Pension and Guaranty Accounts.......-..+.+++: 32-5 28-8 ALY 

Total Interest on Public Debt.................- 425-2 439-8 —14-6 

Annual Amortization of bond discounts and commissions... . ' 12-5 9-7 2-8 

Servicing of public debt.......... 2: esse eee e eee e tre eeetess 0-4 0-5 me 
Cost of loan flotations......... 0.6... e ee se cece reece eeenes 0-9 0-8 . 

Total Public Debt Charges. .........-...-++-+: 439-0 450-8 —11-8 


eh lah Ol I De RIE See nn eee mUETSERGSLLLT SAIL “d 
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Subsidies and Tax Rental Payments to Provinces 

46. Payments to provinces during 1950-51 for statutory subsidies, the 
transitional grant to Newfoundland, rentals under the Tax Rental Agreements, 
and the transfer of certain public utility tax receipts, amounted to $123-9 
million as compared with $103-9 million in 1949-50. A comparative summary 
of the payments for the two years is given in the following table: 


Fiscal year ended 


March 31 Increase 
~~ | or 
1951 1950 Decrease 
(Estimated) oD. 
(In millions of dollars) 
Statutory SUDSLCION, 3.08 +, 'ce a eer eta tae ce clas careers oats y ss sree a © 18-7 19-2 —0-4 
Transitional crantite ‘Newfoundland (ne cient USE ois). SA i 6-5 6-5 — 
Rentals under. Tax Rental Agreements aeues - ie deldd 2 wat binds 94-1 76-9 17-2 
Transfer of certain public utility tax receipts (sec. 7, Chap. 58, 
Statutes ol/ Canad al947) ceases comers as anaetdete tae hee choke ars 4-6 1-4 3-2 
123-9 103-9 20-0 


47. The net increase of $20 million was the result of several factors. The 
estimated increase of $17-2 million in payments under the tax rental agreements 
was due in part to an increase of $14-3 million reflecting the appropriate adjust- 
ment in the relevant ratios of population and estimates of gross national 
product on which the payments are based. Under the provisions of the Dominion- 
Provincial Tax Rental Agreements Act the Government of Canada collects pro- 
vincial 5 per cent corporation taxes for the seven provinces participating in the 
1947 agreements. Although levied by the provinces, these taxes are adminis- 
tered and collected by the Government of Canada and the proceeds thereof, 
when finally assessed, are paid to the provinces in lieu of an equivalent (or 
approximately equivalent) portion of the stipulated tax rental. As payments 
during 1950-51 were $2-9 million less than those during 1949-50, tax rentals 
payments were increased by a corresponding amount. There was also an increase 
of $3-2 million in payments of public utility tax receipts. Section 7 of the 
Dominion-Provincial Tax Rental Agreements Act authorizes the payment to 
the provinces of a portion of the taxes collected from corporations, whose main 
business was the distribution to, or the generation for the distribution to, the 
public of electrical energy, gas or steam. 


48. A summary of payments, by provinces, during 1950-51 is given in the 
following table: 


Rentals | Transfer 


Statu- under |ofcertain| Transi- 
tory Tax public tional Total 
Sub- Rental utility Grant 

sidies Agree- tax 


ments receipts 


(In millions of dollars) 


Newfoundland s899, 6.0. tere eeeinels oa secures 1-5 7-2 1) 6°5 15-2 
Nova Scotiaicsecires ik er eine oe ONT she wa aibacs 2-0 11-4 0-2 — 13-6 
Pride: Edward Welaad -.. 20a. Ae ee © «0s o's sadales 0-7 2-0 (1) — 2-7 
New ‘Brunswick o.oo ee eee ete cuctecc ote eeenels 1-6 10-1 0-3 — 12-0 
CueDees . shea cca ee nee REPT ote 2s iatots ke arena 2-9 — 0-8 — 3°7 
Ontario: soe egos ca ee hs Meee 3-1 1-2 — 4-3 
Manitobaiens ce acs coe ae eee inten ee 1-7 14-0 0-2 — 15:9 
Saskatchewanke tances 0. ce ee ee tee ele orc 24] 15-4 (1) — 17-6 
A Ther tags os te tes 6 obs ances oS ra ate len aNT ene 2-1 14-8 0-8 — 17-7 
British @ohumbiai lc. 2 «2s soe ics cle eee 1-0 19-2 1-0 — 21-2 

18-7 94-1 4-6 6-5 123-9 


(1) Less than $50.000. 
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Family Allowances, Old Age Pensions and Pensions to Blind Persons 


49. Payments for family allowances are estimated at $309-5 million for 
1950-51, representing approximately 10-7 per cent of the total expenditures for 
the fiscal year. The estimated increase of $12 million over the preceding year 
is attributable to the natural increase in population in the eligible age groups. 


50. Expenditures for old age pensions are expected to total $99-3 million. 
The increase of approximately $9-6 million over the total for the previous year 
is due in part to an increase in the numbers receiving aid and in part to the 
increase from $30 to $40 per month in the basic rate of pension provided by 
legislation enacted in April, 1949, the full effects of which were not reflected in 
the payments for 1949-50. Pensions to the blind are expected to amount to 
$39 million in 1950-51, an increase of $0-4 million over the payments for the 
previous year. 


51. The estimated distribution of these payments, by provinces, is shown 
in the following table: 


ee SSS 0—O=OSOS— Own". 


Federal Contributions 
Family be 
Allowances} iq Age  |Pensions to 
Pensions the Blind 


i RY 


(In millions of dollars) 

Te SS Oe, i en re ene or econ 10-2 3:8 0-1 
Pat A, oo akin PRE Eas wv mips Gd ac wlan noe ass ee aes 15-7 6-6 0-3 
Preace id wartl sland hos ere res 2-4 1-0 (1) 
po a eS ere eee errr are eee 13-8 5-4 0-4 
RS OT ee ee eee es ar ees eee 99-6 24°5 1-4 
WRT E Ee, ek Be eee Pe Bec St ee reo Rae 89-0 30-0 0:9 
Ae ase ee BN, Lacs Ge wees wore As een een dean asarbros 16-2 6-0 0-2 
ee ee Pere ere ee 19-2 5-8 0-2 
aL EE ee a ee ae eee or Pest Mer ers Eee en ee 20-8 5-8 0-2 
Peratink Soluin bins ss Oe Ph os OUR ae en ee os pa plen es ge ay 22-0 10-3 0-2 
Northwest and Yukon Territories...........-.eeeeeeeeeeeeccceees 0-6 0-1 (?) 

309-5 99-3 3°9 


(1) Less than $50,000. 


Unemployment Insurance Act Administration and Government’s Contribution 

52. Expenditures in connection with the Unemployment Insurance Act 
(excluding the Government’s payments as employer) are estimated at 353-5 
million for the fiscal year, an increase of $8-4 million over the total of $45-1 
million for 1949-50. Unemployment Insurance benefit payments are not charged 
directly to budgetary expenditures, but to the Unemployment Insurance Fund, 
which is financed by contributions from employers and employees, by interest 
earned on investments, and by the Government’s contribution of an amount 
equal to one-fifth of the combined employer-employee payments. In addition, 
the Government assumes the costs of administration and pursuant to the Terms 
of Union with Newfoundland, the cost of unemployment benefits to certain 
residents of that province. It also reimburses the Fund for certain supplementary 
benefits paid under section 87F (1) of the Act. The Government’s contribution 
during 1950-51 is estimated at $26-1 million, an increase of $5-0 million over 
that for the previous year and costs of administration are estimated at $22-4 
million, as compared with $20 -4 million in 1949-50. Payments of unemployment 
benefits to residents of Newfoundland are expected to amount to $3-2 million, 
a decrease of $0:4 million as compared with the total of $3-6 million paid in 
1949-50. Supplementary benefits under section 87F (1) of the Act are estimated 
at $1-8 million for the fiscal year. 
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Government Contributions to the Civil Service Superannuation Account 


53. An amount of $75 million was transferred to the Civil Service Super- 
annuation Account during the fiscal year as a special Government contribution 
of a portion of the amount by which the liabilities as estimated by the actuaries 
exceed the balance in the account. This special contribution is in respect of 
a substantial deficiency which has accumulated in the account over many years 
due for the most part to increases ‘in the general level of salaries and to the 
practice heretofore followed of not matching employees’ prior service contribu- 
tions with an equal Government contribution. It is in addition to the transfer 
to the account of $6-9 million representing the Government’s annual contribu- 
tion of an amount equal to the estimated current payments of individual con- 
tributors in the previous fiscal year. 


Veterans Affairs 


54. Ordinary expenditures of the Department of Veterans Affairs are 
estimated at $209-7 million for 1950-51, a decrease of $18-6 million as compared 
with the combined total of $228-3 million for ‘‘ordinary”’ and ‘‘demobilization © 
and reconversion”’ expenditures for the previous fiscal year. The table which 
follows presents a comparative summary of the expenditures for the last two 
years: 


Fiscal year ended 


arch 31 Increase 
—— or 
1951 1950 Decrease 
(Estimated) (—) 
(In millions of dollars) 
Pensions (World Wars I and II and Northwest Rebellion 1885). . 96-3 96-1 0-2 
Treatment and after care of returned soldiers and allowances to 
Veteransmnds dependents acu eeer ree sc) o0 os eee 73-1 69-8 3-8 
War service gratuities and re-establishment credits.............. 16-0 22-5 —6-5 
Post-discharge rehabilitation benefits..................-0ceeeecees 12-9 25-1 —12-2 
Soldier Settlement and Veterans’ Land Acts...... Were renee 5. ea 6-4 7-4 —1-0 
Hospital accommodation and facilities...............-0 cece ceeeees 2-7 3°8 —1-1 
Departmental administration and sundry...................ee0ee: 2-1 3°6 —1-5 
209-7 228 -3 —18-6 


55. The net decrease of $18-6 million is attributable chiefly to decreases of 
$12-2 million in post-discharge rehabilitation benefit payments and $6-5 million 
in war service gratuities and re-establishment credits. An estimated increase of 
$3-3 million in treatment and after care of soldiers and allowances to dependents 
is offset by approximately equivalent reductions in expenditures under the 
Soldier Settlement and Veterans’ Land Acts, and for hospital accommodation 
and facilities, departmental administration and sundry services. 


CAPITAL EXPENDITURES 


56. Expenditures charged to capital account are estimated at $16-5 million 
for the fiscal year as compared with a total of $22-9 million for the previous 
fiscal year. The principal items in this category are the costs of constructing 
and improving civil airways and airports, the costs of dredging the St. Lawrence 
ship channel, and expenditures for the enlargement of dock and terminal facilities 
at North Sydney, N.S., and for the recoriditioning, outfitting and transporting 
to their operating base of vessels for Pacific Ocean weather station service. 
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SPECIAL EXPENDITURES 


: 57. Special expenditures are estimated at $113-7 million for the fiscal year, 
an increase of $75-8 million compared with the total of $37-9 million for 1949-50. 
There were increases of $63 million in payments to the Canadian Wheat Board, 
$12-1 million in emergency grants and expenditures in connection with flood 
and fire disasters, $9-6 million in expenditures on agricultural and other projects, 
and $0-9 million in payments to certain Crown Corporations for reimbursement 
of the costs of services rendered by them in purchasing materials and procuring 
the construction of defence projects for the Department of National Defence. 
These increases, however, were partially offset by a decrease of $9-9 million in 


of Maa the Prairie Farm Emergency Fund under the Prairie Farm Assistance 
ct, 


58. The following table presents a comparative summary of special expendi- 
tures for the last two years. 


Fiscal Year Ended 


— March 31 pisideary 
Decrease 
1951 1950 ey 


(Estimated ) 


(In millions of dollars) 


Peta TSPORTEEIT LICE ETONCCUS. . 5. . » 5,- «5% aiden: <> spine meee mae ed Fre * 24-4 14-8 9-6 
Prairie Farm Assistance Act, 1939— 
Rr AMANTTREION 4; MAL ERE. doscix5 -elpcbavnigd ris Ae) i deepsea ap 0-4 0-4 -— 
Advances to Prairie Farm Emergency Fund.................- 3-2 13-1 —9-9 
Canadian Wheat Board— 
Deficits in 1947 crop account, Flax Division...................)....0.- ay. i 0-2 —0-2 
Deficits in 1948 crop account, Flax Division................... 2-5 3-9 —1-4 
Denciis in, 1945 crop; rapeseed account. : 2... tis. Sates die dv ee leas ee a oe 0-4 —0-4 
Payment re 1945-1950 Wheat Pool............. 0c eee e cece eee ees 6550 122) Silt... 5-0 
Reimbursement for expenses incurred in the administration of 
delivery quotas and permit regulations, etc................ 0-1 0-1 — 


Emergency Grants and Expenditures— 
Canada’s share of the cost of repairing and reconstructing dykes, 
and other protection of works in the Fraser Valley.......|.......+-++5 4-0 —4-0 
Canada’s share of the cost of planning and constructing emer- 
gency works to safeguard against the danger of floods in the 


PE Oy eS ota kn pas ss a pae Te ago oe cee Se Tears fe one 2-4 
Grant to assist the Province of Manitoba re Red River Floods, 

BED ie ee at cn ht oth anes ee i uk Aes ES Oe og ao AN, ee ees ae ee 12-5 
Grant to assist the Province of Quebec re Rimouski fire, 1950... abe ese were tee ces ears 1-0 
Grant to assist the Province of Quebec re Cabano fire, 1950.... One Eee od 2 0-2 


Reimbursement to Canadian Commercial Corporation for expenses 

in purchasing materials, etc., on behalf of Department of 
Seat a PTO, ee ee det ee tess ates oy Me Oe <n ee eae 1-4 1-0 0-4 

Expenses incurred by Defence Construction Ltd., in procuring the 

construction of defence projects on behalf of Department of 
PURSIONAL LIGIERCO, bho hanes pees nah peers ebateth neem Aah ee O28? See oe rare 0-5 
Total Special Expenditures...........csscecepeeeecnee 113-7 37-9 75-8 


en ee a nT Ee Eee Ee ee ee ee a ees ee ts ; 


59. The amount of $65 million represents the amount authorized to be 
paid to the Canadian Wheat Board to be added to the amount available for dis- 
tribution in settlement of the 1945-50 wheat pool to holders of participation 
certificates. 
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GOVERNMENT OWNED ENTERPRISES 


60. Expenditures under this heading consist of the operating deficits of 
and non-active loans to certain wholly owned governmental enterprises which 
were established prior to World War IJ. The following table presents a com- 
parative summary of the expenditures under this category for the last two years: 


Fiscal Year Ended 
arch 31 Increase or 
a —_—___________—_—_—_—_——__| Decrease 


1951 (—) 
(Estimated ) 1950 


(In millions of dollars) 


42. 


Net Income Deficits— 
Canadian National Rarlwavsecd 0 mie owen waeepiske cox ses oanceemaen 
Canadian National (West Indies) Steamships, Ltd............. 
Prince Edward Island Car Ferry and Terminals............... 


3 —3 

1 

1 
Trans-CanaGdavAimlineses. ova ee a Pare. 5000) ove isiaarseae cao _ 

i) 

1 


OPK Ob 
m CODD Or © 
ownooce 
ReOras 


INational“HarbourstbOard renee in. cn ee rer. 
1 48-1 —41-0 
+4 4-2 —2°-8 


Loans and Advances, Non-Active— 
Natiagnall Harbours DOard dimen aan ak Pbk wee ee cte win eae oes 


Total Government Owned Enterprises...............- 8-4 52-4 —44-0 


61. The decrease of $44 million as compared with the previous year is 
accounted for largely by a decrease of $38-7 million in the deficit of the Canadian 
National Railways from $42 million for the calendar year 1949 to $3-3 million 
for the year 1950. The overall C.N.R. deficit includes all interest charges 
paid on government advances. It should be noted, therefore, that although 
the charges to the government’s expenditures for the fiscal year reflect the 
absorption of the C.N.R.’s total deficit of $3-3 million, the government’s revenues 
for the year also include under ‘‘Return on Investments” an amount of $21-8 
million received from the railways for interest on advances. 


62. Other items contributing to the overall reduction include decreases 
of $3 million in the deficit of Trans-Canada Airlines for the calendar year 1950 
as compared with that for 1949, and of $2-8 million in non-active advances to 
the National Harbours Board. 


OTHER CHARGES, INCLUDING THE WRITE-DOWN OF ASSETS 


63. The total expenditures for the fiscal year in this category are estimated 
at $82-3 million, a decrease of $83-2 million, as compared with the correspond- 
ing total of $165-5 million for 1949-50. The decrease is attributable to the 
absence in the accounts for the year under review of any items comparable to 
the charges in 1949-50 of $62-3 million in connection with the assumption by 
Canada of part of the Newfoundland debt in accordance with the Terms of 
Union, and of $21-7 million in connection with the write-down of certain active 
assets to non-active accounts. 


64. The principal item is again an amount of $75 million transferred to the 
general reserve for possible losses on the ultimate realization of active assets. 
This reserve was originally established in 1940-41 and the sum of $25 million 
was set aside annually from that time up to and including the fiscal year 1946-47. 
In 1947-48, 1948-49, 1949-50 and again this year the annual provision has 
been $75 million—the larger amount being deemed advisable to offset the charges 
that have been made to the reserve during the recent years and to establish the 
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reserve at a level more commensurate with the magnitude of the Government’s 
active assets. The reserve now stands at $395-9 million and is equivalent to 
approximately 7 per cent of the aggregate active assets. 


_ 65. Also included under this classification is the reserve provision of $7-3 
million for conditional benefits under the Veterans’ Land Act. 


4. THE CASH ACCOUNTS 


66. The full effects of the Government’s financial operations are not reflected 
in the budgetary accounts; cash receipts from and cash payments to the public 
and the consequent cash surplus or deficit are more significant factors in deter- 
mining the Government’s borrowing program and in assessing the impact 
of the Government’s transactions upon the other sectors of the Canadian 
economy. However, before proceeding to analyze the cash transactions, two 
preliminary comments should be made. 


67. In the first place, it should be noted that some of the revenues and 
expenditures, which are included in the determination of the Government’s 
budgetary surplus or deficit, are merely bookkeeping or accounting entries 
which do not involve the current receipt or outlay of cash. In the second place, 
it should be pointed out that the financial operations of the Government are 
not confined to the collection of revenues or the making of expenditures in the 
strict or narrow accounting or budgetary meaning of those terms. Large amounts 
of cash are received and disbursed in connection with extra-budgetary transac- 
tions and these receipts and disbursements must be taken into account when 
measuring the impact of the Government’s financial operations upon the 
economy. 


68. Examples of non-cash budgetary expenditures are the annual provision 
for the reserve for possible losses on the ultimate realization of active assets, the 
write-off of a loan or advance where the debt has been cancelled or is no longer 
collectable, government contributions and interest transferred to deposit and 
trust and insurance, pension and guaranty accounts, interest accruals on War 
Savings Certificates, and the amortization of cash outlays made in previous 
years applicable to the current year (such as payments for premiums, discounts 
and commissions on loans). Examples of non-cash budgetary revenues are 
interest accruals added to principal on the consolidation of loans and the transfer 
to revenue of balances held in deferred credits, deposit or reserve accounts. 


69. The extra-budgetary receipts and disbursements relate to transactions 
which result in increases or decreases in the Government’s assets and liabilities, 
and they do not, therefore, appear in the Government’s ‘‘Income”’ account nor 
do they enter into the calculation of the annual budgetary surplus or deficit. 
On the assets side, the transactions relate, for the most part, to advances and 
repayments of loans and investments to government agencies, foreign, provincial 
and municipal governments and other borrowers, and to a lesser extent to 
outlays for the acquisition of inventories of materials which will be used in the 
future, and for services rendered in one year but applicable to the accounts of 
subsequent years. On the liabilities side, the transactions relate primarily to 
the issue and redemption of securities representing the funded debt of Canada, 
and to receipts and payments in connection with the numerous deposit and 
trust, and annuity, insurance and pension funds held or administered by the 
Government. 


70. As explained in the section ‘Highlights of Governmental Financial 
Operations During 1950-51”, when the Government’s budgetary surplus of 
$203-5 million for the fiscal year was adjusted for non-cash transactions, 
an amount of approximately $642-3 million remained. This sum, together 
with $150-2 million received from the repayment of loans, investments and 
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working capital advances, net insurance, pension and annuity account contribu- 
tions and other non-budgetary cash receipts, made $792-5 million available for 
making loans and investments and other non-budgetary outlay. Necessary 
loans and investments and other non-budgetary cash disbursements totalling 
$611-7 million which would otherwise have had to be financed by additional 
borrowing, were made during the fiscal year out of available cash resources, 
leaving a cash surplus of $180-8 million available for the reduction of outstanding 
funded debt. 


71. The following summary, supported by a more detailed statement in 
the Supplementary Tables appended to this Part, shows an estimate of these 
non-income transactions, their relationship to the budgetary accounts, and 
their effect upon the government’s net cash position. 

(In See of dollars) 


Deductiy Non-cash revenues::. cc ll oie cceccesodus 44-0 


Net'cash budgetary TEVENUES.. cos. Coes oe oes cases cueteees $3, 061-3 
Add: Non-budgetary receipts— 
Net annuity, insurance and liability account receipts. ..... $ 82-7 
Repayments to government of loans and investments and 
working ‘capital advances!.52. We U7 i Ee dk 67-5 one 


CasH REcEIPTS (EXCLUDING DEBT TRANSACTIONS).............-- $3, 211-5 


BUDGETARY LW XPENDITO RES 4 cess Tre Ric cans cava wd ale ho Ss $2, 901-8 
Deduct: Non-cash"expencditures. 2 ences... ces sc sss ceceapee 482-8 


Net cash budgetary expenditures.............. cece cccece cease $2, 419-0 


Add: Non-budgetary disbursements— 
Advances to Foreign Exchange Control Board............ $475-0 
Advances to Central Mortgage and Housing Corporation 

ANOU) i502 os 5:8 hes SER RAL Patches chal ¥ dderes ae 78°5 
Loans to Canadian National Railways.................... 19-9 
Loans to Canadian Farm Loan Board...................-. 


———— 611-7 
CasH DISBURSEMENTS (EXCLUDING DEBT TRANSACTIONS)........ 3, 030-7 
CasH SURPLUS AVAILABLE FOR DEBT REDUCTION OR INCREASE IN 


CASH UBATANCES!, SIPINTE Basso Aled. Cie. RS $ 180-8 


72. The figures indicate that after adjusting the budgetary revenues for 
non-budgetary receipts, a total of $3,211-5 million was available to the Govern- 
ment during the fiscal. year. Out of this, budgetary cash expenditures of 
$2,419:0 million and non-budgetary disbursements of $611-7 million were 
made, leaving a cash surplus of $180-8 million available for debt reduction or 
increase in cash balances. The total of non-budgetary receipts is estimated at 
$150-2 million, made up of $82-7 million for net annuity, insurance and liability 
account receipts and $67-5 million for repayments of sundry loans and invest- 
ments, of which $43-8 million was from the United Kingdom and other govern- 
ments. Non-budgetary disbursements, which amounted to $611-7 million, 
consisted of $475 million for advances to the Foreign Exchange Control Board, 
$78-5 million for advances to Central Mortgage and Housing Corporation for 
housing constructions and housing loans, $19-9 million for advances to the 
Canadian National Railways, $20-6 million for miscellaneous loans or invest- 
ments and working capital advances (including $15-1 million for loans to 
veterans), $10 million for discounts and commissions on loan flotations and 
$7-7 million for net payments from sundry suspense accounts. 
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_ 73. As a result of total cash receipts exceeding total disbursements by $180-8 
million and by letting cash balances run down by $25-4 million, the Government 
was able to acquire or retire funded debt outstanding in the hands of the public 
by a net amount of $206-2 million. A reconciliation of the cash surplus of 
$180-8 million, the reduction in outstanding funded debt, and the net change 
in the Government’s cash position is shown below. 

(In millions of dollars) 
Cash surplus—or excess of total receipts over disbursements.............20.0005 $180-8 
Net purchases of securities— 
F'6r Bocuritics Investment Account. 75) AN. a PPS. oe PETE ne oe ees $5- 


5-2 

Por maniane apd aeonnt ccs atrts 1 ude ty dre 4 ed 24 bide ERTS BEE Ral > 0% 0-8 
For nemploynions insurance Fund tw) a2 5): as ct hile bese + Sid ed <n Seb 83-8 
9-8 

6-4 


Bias ratireticn tir seed Dati cecktk « crea ce aes ce Bas irk sper ne Fe ee vl Ads so 1 


206-2 


Net decrease in cash balances during the year (excluding blocked currency)...... $25-4 


5. ESTIMATED BALANCE SHEET POSITION AT MARCH 31, 1951 


74. The following table presents, in summary form, the Government’s 
estimated balance sheet position at March 31, 1951, with the comparable figures 
for March 31, 1950. 


SUMMARY OF THE GOVERNMENT’S BALANCE SHEET POSITION AS AT 
' MARCH 31, 1951 AND MARCH 31, 1950 


(In millions of dollars) 


eee eER3MaDaISIR—Gna<—<>o>] 


Fiscal Year Ended 


eo March 31 Increase or 
Decrease (—) 
1951 1950 
> ag eet tera By Te Seas Ne eae Se, PPT eS 
_$ 3 $ 
LIABILITIES (Estimated) 
Wigsbing COW. cay «oe te cs n= oe 1 ee een Siete ghee ss na tha 498-1 505-5 —7-4 
Deposit and trust accounts..............ee cece eee e eee eees 118-0 132-7 —14-7 
Insurance, pension and guaranty accounts...........+++++++- 986-4 810-9 175-5 
Tee er PEO LDS oo 5 nee iin sid Ai adenbins WSaLk » cere A Bae MONKS 11-8 11-0 0-8 
Sundry suspense accounts... ........ eee e eee eee eter eee eees 254-7 70-8 183-9 
Peovance debt accounies iis. ck Pica. iLL EE 2 8 otto 11-9 SG. 2k. Re 
Reserve for certain contingent liabilities.............++++5+: 27-0 19-8 7-2 
MNREI DNL CECT El es. on Saw eee ieaniee ep PA Mylonas xk noe SERA es 15, 027-3 15, 188-1 — 160-8 
16, 935-2 16, 750-7 184-5 
ActivE ASSETS . 
Cash and other current assets. ........--.e ec eeee cece eeeeees 1,893-7 1,478-6 415-1 
Loans to, and investments in, Crown agencies..........-.--- 1, 256-0 1, 155-0 101-0 
Other loans and investments. ........-.eeceeeee eee e ee eeeeee 2,676-7 2,711-0 —34:3 
Province debt accounts... ......cee eee eee ee ee ee ence eeeees 2-3 PEG Site Pea. 
Deferred charges. .........20scsccecenseeeceeccecceseaescens 60-0 62-5 —2-5 
Sundry suspense accounts...........ee cece ere eee eee e ee enees 1-3 17-6 —16-3 
Total Active Assets....... pis Res arn ge | ; 5, 890-0 5, 427-0 463-0 
Less: Reserve for possible losses on ultimate realiza ion o 
active assets. ty PL SRR PRISER, USAR Shee ote eye a2 > 395-9 320-9 —75-0 
Net Active Ass0ts. . cess scncneseecs cane sens sas 5, 494-1 5,106-1 388-0 
Net Dest (Excess of liabilities over net active assets)...... 11,441-1 11, 644-6 — 203-5 


Oe gr rest ins pee ee go kd 
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75. The aggregate liabilities of the Government as at March 31, 1951 are 
estimated at $16,935-2 million, an increase of $184-5 million over the corres- 
ponding total at the end of the previous year. Unmatured funded debt out- 
standing, including bonds, treasury bills, deposit certificates and the estimated 
refundable portion of excess profits taxes accounts for $15,027-3 million or 
approximately 89 per cent of all liabilities. Of the total unmatured funded 
debt now outstanding, only $419-9 million or approximately 2-8 per cent is 
payable in foreign currencies—$363-7 million payable in United States dollars 
and $56-2 million in pounds sterling. A complete statement in tabular form 
of the Government’s unmatured funded debt at March 31, 1951, with details 
of interest rates, dates of maturity, annual interest charges, and amounts of 
principal outstanding for each loan may be found at the end of this Part. 


76. Floating debt, consisting of outstanding cheques and interest, matured 
funded debt and similar demand liabilities is estimated at $498-1 million. 
Amounts at the credit of annuity, insurance, pension and guaranty accounts 
are expected to total $986-4 million. 


77. The other principal items on the liabilities side of the balance sheet 
are: sundry suspense accounts (where some uncertainty as to disposition exists), 
$254-7 million; deposit and trust accounts (consisting of moneys deposited 
with or held in trust by the Receiver General for various purposes), $118 million; 
reserve for conditional benefits under the Veterans’ Land Act, $27 million; 
province debt accounts (representing settlements arising out of agreements 
at the time of confederation), $11-9 million; and deferred credits (consisting 
of balances whose ultimate accounting treatment is known, but which are 
held until certain conditions are fulfilled), $11-8 million. 


78. Offsetting these liabilities, and in a measure explaining their existence 
—as a substantial portion of the total debt is attributable to them—are the 
Government’s active assets. Essentially, these consist of assets that yield 
interest, profits, or dividends, together with very liquid assets such as cash and 
departmental working capital funds and certain prepaid expenditures and 
sundry suspense accounts. 


79. Although some of the items are very difficult to forecast, it is expected 
that the active assets will aggregate $5,890 million at March 31, 1951. The 
totals of the principal active asset categories at that date are estimated at: 
cash and other current assets, $1,893-7 million; loans to, and investments in, 
Crown agencies, $1,256 million; other loans and investments, (including loans 
to provincial, municipal, United Kingdom and other governments, subscrip- 
tions to international organizations, and a number of miscellaneous advances 
to veterans and others), $2,676-7 million; deferred charges (discounts and 
commissions on loan flotations in the process of being amortized over the life 
of the loans), $60 million; province debt accounts, $2-3 million; and sundry 
suspense accounts, $1-3 million. 


80. The reserve for possible losses on the ultimate realization of active 
assets which now stands on the books at $395-9 million is shown on the balance 
sheet as a deduction from the total of the active assets, bringing the net active 
asset total to $5,494-1 million. 
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A. ANALYSIS OF CHANGES IN PRINCIPAL LIABILITY 
CLASSIFICATIONS Durine 1950-51 


81. It is estimated that there will be an increase of $184-5 million in the 
total liabilities during the fiscal year. The two most important increases are 
$175-5 million in the insurance, pension and guarantee accounts (attributable 
principally to increases of $66-3 million in the Government Annuities Account, 
and $85-3 million in the Civil Service Superannuation Account) and $183-9 
million in sundry suspense account (due mainly to the undisbursed balance 
of $175-4 million in the accounts established pursuant to section 3 of the Defence 
Appropriation Act, 1950, to record the value of defence materials and supplies 
transferred to members of the North Atlantic Treaty Organization). 


82. The most significant reduction in the liabilities was the substantial 
decrease in the outstanding unmatured funded debt of the Government from 
$15,188-1 million at March 31, 1950 to an estimated amount of $15,027-3 
million at March 31, 1951. This net reduction of $160-8 million compares 
with similar reductions of $396-9 million in 1949-50, $372-3 million in 1948-49, 
and $584-5 million in 1947-48. 


Floating Debt 


83. Floating debt shows an estimated decrease of $7-4 million in 1950-51. 
Decreases of $16-1 million in the Government’s liability for matured funded 
debt payable in Canada and of $2-3 million in interest due and outstanding 
payable in Canada are offset partially by increases of $6-2 million in outstanding 
matured funded debt payable in New York and of $4-7 million in the Govern- 
ment’s estimated liability for outstanding cheques. 


Deposit and Trust Accounts 


84 It is estimated that there will be a decrease of $14-7 million in deposit 
and trust accounts. A decrease of $17-5 million due to the elimination of the 
contra account for the Canadian Sugar Stabilization Corporation’s price 
stabilization contingency reserve is offset in part by increases of $2 million 
in contractors securities cash deposits and of $2 million in the National Capital 
Fund. 


Insurance, Pension and Guaranty Accounts 


85. Insurance, pension and guaranty accounts show an estimated increase 
of $175-5 million during the fiscal year. Of this total $66-3 million is due to 
an increase in the Government Annuities Account; $85-3 million to an increase 
in the Civil Service Superannuation Account (of which $75 million is attributable 
to the Government’s special contribution of a portion of the amount by which 
the estimated liabilities exceed the balance in the account); $18-3 million to 
an increase in the Permanent Services Pension Account; and the remainder to 
lesser increases in various miscellaneous insurance, guaranty, pension and 
retirement accounts. 


Deferred Credits 

86. Deferred credits are expected to show a small increase of $0-8 million 
during the fiscal year, one of the more important factors contributing to this net 
increase being additional receipts in connection with military relief and currency 
settlements. 


Sundry Suspense Accounts 

87. Sundry suspense accounts are expected to record an increase of $183-9 
million during the fiscal year. Of this total $175-4 million 1epresents the 
undisbursed balance of the credits under section 3 of The Defence Appropriation 
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Act, 1950, representing the value of defence materials and supplies transferred 
to members of the North Atlantic Treaty Organization. Under the terms of 
The Defence Appropriation Act, 1950, this amount may be used to purchase 
equipment or supplies for the naval, army or air services of the Canadian Forces. 
Also recorded under this heading is the Government’s liability for collections 
of provincial 5 per cent corporation income taxes under The Dominion-Provincial 
Tax Rental Agreements Act. As collections during 1950-51 were higher than 
during the preceding year, and assessments and payments to the provinces 
were somewhat less, the estimated amount of $63-7 million at March 31, 1951 
was approximately $13 million more than the corresponding amount at March 31, 
1950. 


Province Debt Accounts 

88. There was no increase or decrease during the fiscal year in the Govern- 
ment’s liability in respect of the province debt accounts. These amounts have 
remained unchanged for many years. 


Reserve for Certain Contingent Liabilities 

89. The reserve for certain contingent liabilities is expected to show an 
increase of $7-2 million during the fiscal year reflecting an additional provision 
for conditional benefits which may accrue to veteran borrowers under the 
Veterans’ Land Act. 


Funded Debt 

90. It is estimated that there will be a net decrease in unmatured funded 
debt from $15,188-1 million at March 31, 1950 to $15,027 -3 million at March 31, 
1951. The over-all reduction of $160-8 million reflects decreases of $81 million 
in debt payable in Canada, $74-1 million in debt payable in New York, and 
$5-7 million in debt payable in London. The various loan redemptions, flota- 
tions and adjustments which resulted in the net decrease are described in 
greater detail in the section on ‘‘The Public Debt’’. 


B. ANALYSIS OF CHANGES IN PRINCIPAL ACTIVE ASSET 
CLASSIFICATIONS DurRiInG 1950-51 


91. It is estimated that there will be an increase of $463-0 million in the 
total of the active assets during the fiscal year under review. However, with the 
provision of an additional $75 million for the reserve for possible losses on the 
ultimate realization of active assets, net active assets are expected to show an 
increase of $388 million when the books are closed. Estimated increases of 
6415-1 million in cash and other current assets, and $101 million in loans to, 
and investments in, Crown agencies are offset by decreases of approximately 
34-3 million in other loans and investments, $16-3 million in sundry suspense 
accounts, and $2-5 million in deferred charges. 


92. The two most significant increases of $475 million in the advances to 
the Foreign Exchange Control Board, and $78-5 million in the net advances 
to the Central Mortgage and Housing Corporation, were offset in part by the 
reduction of $43-8 million in loans to the United Kingdom and other govern- 
ments, and the decrease of $46-8 million in cash in current and special deposits. 


Cash and Other Current Assets 

93. Cash and other current assets increased by approximately $415-1 
million during the fiscal year as shown in the following table which summarizes 
the changes in the various accounts in this category: 
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CASH AND OTHER CURRENT ASSETS AS AT MARCH 31, 1951 AND MARCH 31, 1950 


(In millions of dollars) 


Balance at 
ave. March 31 Increase or 
| Decree (—) 
1951 1950 
$ $ $ 
(Estimated) 


Cash in current and special deposits including blocked cur- 
Ri He tek. Lebes, Gemstaenie beiii em «aie « caret Mean 96-6 143-4 —46-8 


Foreign Exchange Control Board—Advances represented 


PiPOARN GHG POOULILICE cad i. <a3 64 re nce tavwrd Lesa be 1,725-0 1, 250-0 475-0 
rises ANVOSLINENE ACODUIL. 2.05660 .c0rs ncnlssbevsnaa 23-9 18-7 5-2 
URINE MEE | a y's) Sts ws ln ww wha oe HR ater le ote 8-4 8-0 0-4 

Working Capital Advances 
OES) SAL NL, Se nee aye REM Sec Metre mays 22-0 41-7 —19-7 
1-0 


ere TANITA CIOS 3 coe s cow re ote sea Bae Weds ees be ap 17-8 16-8 


1,893-7 1,478-6 415-1 


94. The two principal changes were an increase of $475 million in the 
advances to the Foreign Exchange Control Board and a decrease of $46-8 
million in cash in current and special deposits. The increase of $475 million in 
advances to the Foreign Exchange Control Board represents additional cash 
advances during the year to finance the purchase of gold and foreign exchange. 
Other significant changes were a decrease of $19-7 million in departmental 
working capital advances (attributable largely to a decrease in advances to the 
Agricultural Prices Support Account), and an increase of $5-2 million in the 
bond holdings in the Securities Investment Account. 


Loans to, and Investments’ n, Crown Agencies. 


95. Loans to, and investments in, Crown agencies increased by $101 million 
during 1950-51 from $1,155 million at March 31, 1950, to an estimated amount 
of $1,256 million at March 31, 1951. The changes during the fiscal year in this 
category of assets are summarized in the following table: 


LOANS TO, AND INVESTMENTS IN, CROWN AGENCIES AS AT MARCH 31, 
1951 AND MARCH 31, 1950 


(In millions of dollars) 


eee oaeeaREeE=EeaReeeee=y 


Balance at 
March 31 Increase or 
Decrease (—) 


1951 1950 
Le. 1 Ee eee ee Ae 
$ $ 
(Estimated) 
Bank of Canada Capital Stock. .......... ee eee reece eee e eee: 5-9 Eee | eee eee 
Central Mortgage and Housing Corporation— 
Capital Advances. .......--:eeeee essere en ener eee ne sees 25-0 NE i haste cimailehl 
Wer fo Gd Wea ts ico. ap oe ORR AG ae eWe CR Dee es 260-5 182-0 78-5 
Canadian Farm Loan Board........-+-0++seseer sees e eee: 26-1 24-1 2-0 
Railway and Steamship Companies......-.+++++seeereeeees 764-0 743-8 20-2 
National Harbours Board..........::eeeseee eee e ee ee ee eeees 106-6 105-7 0-9 
Polymer Corporation Limited...........++++eeeeee erences: 41-0 42-9 —1-9 
Other Crown Agencies. ........:00cec creer seer tree ene eneees 26-9 25-6 1-3 
1, 256-0 1, 155-0 101-0 
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96. Loans to railways and steamship companies represent in the main 
advances by the Government to the Canadian National Railways for capital 
expenditures (including the purchase of railway equipment), for retirement of 
maturing debt, and for the temporary financing of current operations. The 
increase of $20-2 million reflects net advances during the year of $19-9 million 
to the Canadian National Railways; the remaining $0-3 million represents an 
advance for working capital to the Canadian National (West Indies) Steamships 
Limited. 


97. The amount of $106-6 million shown for the National Harbours Board 
represents the net outstanding advances in connection with harbour develop- 
ments at Montreal and Vancouver. These are the only advances ‘to the 
National Harbours Board which are classified as active assets in the Government’s 
accounts. 


98. The Government’s investment in Polymer Corporation Limited, a Crown 
corporation engaged in the manufacture of synthetic rubber, was reduced by 
$1-9 million during the fiscal year, the balance at March 31, 1951, being estimated 
at $41 million. 


99. The amount of $26-9 million shown for other Crown agencies, represents 
subscriptions to the capital stock of, or advances to, sundry government agencies 
for capital, construction and other purposes. The total includes loans to, or 
investments in, Canadian Broadcasting Corporation ($8-4 million); Canadian 
Overseas Telecommunications Corporation ($0-6 million); Eldorado Mining 
and Refining (1944) Limited ($8-2 million); Export Credits Insurance Corpora- 
tion ($5 million); and Northwest Territories Power Commission ($4-7 million). 


Other Loans and Investments. 


100. This group of assets includes loans to the United Kingdom and various 
foreign governments, the Government’s subscriptions to the capital of the 
International Monetary Fund and the International Bank for Reconstruction 
and Development, loans to provincial and municipal governments, and a number 
of miscellaneous loans and investments, the chief of which are the loans to 
veterans under the Soldier Settlement and Veterans’ Land Acts. Details of 
the loans and investments in this category and changes during the fiscal year 
are shown in the following table: 


OTHER LOANS AND INVESTMENTS AS AT MARCH 31, 1951, AND MARCH 31, 1950 


(In millions of dollars) 


Balance at 
March 31 Increase or 
| Decrease (—) 
1951 1950 
$ $ $ 
(Estimated) 
Loans to United Kingdom and other Governments......... 1, 984-6 2,028-4 —43-8 
Subscription to Capital of International Monetary Fund..... 322-5 B22.) tersirk sees 
Subscription to Capital of International Bank for Recon- 
struction and: Developmermu mie ses oii murs owes ervaates - 70-7 Oth hclacadd. berme tak 
Loans to Provincial and Municipal Governments............ 94-1 98-4 —4-3 
_ Advances under Soldier Settlement and Veterans’ Land Acts 189-7 174-6 15-1 


Miscellaneous Loans and Investments..............0eeeeees 15-1 16-4 —1-3 
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101. The loans to the United Kingdom and other governments consist of 
loans to the Government of the United Kingdom under the authority of The 
War Appropriation (United Kingdom Financing) Act, 1942, and The United 
Kingdom Financial Agreement Act, 1946, loans to other countries under Part II 
of the Export Credits Insurance Act, and miscellaneous foreign loans. A sum- 
mary of the changes in each of these categories is shown in the following table: 


LOANS TO UNITED KINGDOM AND OTHER GOVERNMENTS 
(In millions of dollars) 


Balance at 
ALS. March 31 Increase or 
——_—___________| Decrease (—) 
1951 1950 
$ $ $ 
: (Estimated) 
Loans to United Kingdom 
The War Appropriation (United Kingdom Financing) 
PAGAL OE DT, RPA eta aa eels crea steed a cuohdia of 251-5 292-0 —40°-5 
The United Kingdom Financial Agreement Act, 1946... 1, 185-0 1,165-0 20-0 
; 1,436-6 1, 457-0 — 20-5 
Loans to Foreign Governments 
The Export Credits Insurance Act, Part II............. 500-6 523-6 — 23-0 
Miscellancous AGVENCOH, + sswnw sas, vaesadale ® 85 vam en ees 47-5 47-8 —0-3 
§48-1 571-4 — 23-3 
1, 984-6 2,028-4 —43°-8 
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102. It is estimated that during 1950-51 the Government of the United 
Kingdom will have repaid $40-5 million of the $700 million interest-free loan 
granted under the provisions of The War Appropriation (United Kingdom 
Financing) Act, 1942, reducing the balance outstanding of this loan to $251-5 
million at March 31, 1951. During the year, however, additional advances 
of $20 million were made to the United Kingdom Government as part of the 
$1,250 million loan authorized by The United Kingdom Financial Agreement 
Act of 1946. On February 20, 1951, the United Kingdom Government 
announced that no further drawings would be made under the agreement. The 
total amount advanced now stands at $1,185 million. 


103. The advances under Part II of The Export Credits Insurance Act 
represent loans made to certain foreign countries to assist them in purchasing 
goods and services in Canada. It is estimated that the total of outstanding 
advances under this Act will be $500-6 million at March 31, 1901, representing 
a net decrease of $23 million from the total of $523-6 million outstanding at the 
end of the previous year. A classification of these advances by recipient govern- 
ments, showing the repayments during the year, is given in the following table: 


ADVANCES TO FOREIGN GOVERNMENTS UNDER PART Il OF THE EXPORT 


CREDITS INSURANCE ACT 
(In millions of dollars) 


arn ann 


Total Total 
Outstanding | Repayments | Outstanding 
— at during a 
March 31, 1950-51 March 31, 
1950 1951 
3 es Se ee eee 
pti ee ee oe Ae OR er 62-3 2-3 60-0 
ae ME a ae ee 50-2 0-8 49-4 
Czechoslovakia........seececccee ce ceeeetcseeeecrnserescens 16-7 3-4 13-3 
eRe TN shy Y. S56) . . SERA vo Sk) 4p a Sele os woe he RAMP se GN 234-3 8-4 225-9 
Oe SR eer ey eer eee rk eee Ptah) Va oa coenee 15-4 
Watisprlatte cn ccc cece cc cns pvc dees seesaserdednienaacse usu s 118-1 2-6 115-5 
Nar eis tain ho wet cise rd Fame nde ne s ne nee ss sac 23-6 2-6 21-0 
Union of Soviet Socialist Republics............+eeeeeeeeeees 2-9 2-9 Nil 
523-6 23-0 500-6 
i 
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Deferred Charges. 


104. It is estimated that unamortized discounts, premiums, redemption 
bonuses, and commissions on loans will be reduced by approximately $2-5 
million during 1950-51. Discounts and commissions of $10 million on new 
loans are more than offset by the annual amortization of $12-5 million applicable 
to 1950-51 and charged to the year’s expenditures. 


Sundry Suspense Accounts. 

105. The decrease of $16-3 million in this asset classification is due mainly 
to the elimination of the price stabilization contingency reserve of Canadian 
Sugar Stabilization Corporation Limited which was transferred to revenue 
during the fiscal year. 


Reserve for Possible Losses on Ultimate Realization of Active Assets. 


106. For the fourth successive year $75 million was added to this reserve 
with a corresponding amount being shown as an expenditure in the Government’s 
accounts. ‘There was no charge or write-off to the reserve during the fiscal 
year, the balance at March 31, 1951, being $395-9 million. 


C. DeErcrREASE IN Net Dest 


107. The estimated surplus of $203-5 million for the fiscal year will result 
in a corresponding decrease in the net debt of Canada, reducing it from 
$11,644-6 million at March 31, 1950, to $11,441-1 million at March 31, 1951. 


NET DEBT AS AT MARCH 3! 


MILLIONS OF DOLLARS 


150007 OF DOLLARS | 5000 
\ 
\ 
10000 : 10000 
5000 5000 
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6. THE PUBLIC DEBT 

Gross and Net Debt 

108. The unmatured funded debt of Canada was reduced by $160-8 million 
during the fiscal year, of which $116-4 million represented cash retirements 
and $44-4 million revaluations and adjustments. However, due to increases of 
$345-3 million in other liabilities—principally in insurance, pension and guar- 
anty and sundry suspense accounts—the gross public debt of Canada increased 
by $184-5 million from $16,750-7 million at March 31, 1950 to an estimated 
total of $16,935-2 million at March 31, 1951. During the same period, the net 
active assets increased by $388 million, with the result that the net debt— 


which is the gross debt less the active or revenue producing assets—was reduced 
by $203-5 million. 


109. The following table shows the amount of net debt as at March 31, 
1939 to March 31, 1951 inclusive, with the amount of annual increase or decrease. 
NET DEBT 


(In millions of dollars) 
DN EEEeEeEeEeEeEeEeEeEeEeEeEe___ nnn 


Increase or 


Balance D resi: 
Fiscal Year Ended March 31 at end of ip ee 
1 fiscal year 

eel 
oa id csiis sales sh nee eee aver aisha mu ee eee Ceo ei eks ose Mie S$ WecGe 1 | wes (hls eee 
errr re terre rer nr ye rrr eee eee 3,271:3 118-7 
IT oe wow wd HTT KEES Te Ep ogy Re eee oe «oF 3, 648-7 377-4 
i i eee earner rrr err emtee Cer te 4,045-2 396-5 
ak Te tn Fa i el 6, 182-8 2,137-6 
I eo iisclacs ods 0% wiere'ns p viodieinie aio o.male in Ma Pen a eS eS 8,740-1 2,557-2 
BE be gh a sititein thot aibeenan.angianallasabgueliiaioce Hie: Sabana ae siamo es 11, 298-4 2, 558-3 
pe Se SS ee eee Meme eee eye Cee 13, 421-4 2,123-0 
OE Np ee Mee ee ere er ole aie co te tthey bite = 13, 047-8 —373-6 
eraser rarer UN TITS canadien nro Ansel ernya aiajacesg seas aan oR 12,371-6 — 676-1 
OTSE 18 GRE I re er Pree re tear 2 < 11,776-1 —595-5 
BOER cS AI etn 65 Wa a miaraea's onan, pd nek 9 ae wd 11, 644-6 —131-5 
NG Oe et Werner ek ak Se 11,441-1 —203-5 


Unmatured Funded Debt 

110. The estimated total unmatured funded debt of Canada outstanding 
at March 31, 1951 was $15,027-3 million. This was $160-8 million less than 
at the end of the previous year and $1,779-9 million less than that at March 31, 
1946. 


Summary of Security Issues and Redemptions During the Year 

111. Funded debt payable in Canada was reduced by $81 million from 
$14,688-5 million at March 31, 1950 to $14,607-4 million at March 31, 1951. 
Government obligations payable in Canadian dollars matured or were called 
for redemption during the fiscal year in the amount of $3,770-8 million. The 
financing of these retirements was effected as follows: 


(In millions 


of dollars) 
By refunding or Conversion intO NEW ISSUCS.......eeeseeeeeeeeeesersteeserererssteee® $ 3,245-0 
By proceeds of new borrowings: 
Sale of Canada Savings Bonds Series Bi) ee ee ee ee ee eee 267-2 
Sale of Deposit Certificates (part)......-+sssercecsereceseeseccessssessesseeess 200-0 
WVGie AW GTADIG GAGE. 01s ccncccnssuretnessndadsacetsnesnanatskenssessesacsonseness 58-6 


$ 3,770-8 
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112. The retirement of $58-6 million out of available cash and the transfer 
of $25 million to revenue of the excess provision for the reserve for the refund- 
able portion of excess profits tax, less $2-6 million of accrued interest which 
was added to the principal of War Savings Certificates during the fiscal year, 
accounts for the net reduction of $81 million in funded debt payable in Canadian 
dollars. 


113. Funded debt payable in United States funds decreased by $74:-1 
million in the fiscal year. Of this amount, $55 million ($50 million U.S.) 
resulted from the redemption on October 1, 1950, of $100 million (U.S.) 4 per cent 
bonds which were refunded in part by an issue of $50 million (U.S.) twenty-five 
year 234 per cent bonds dated September 15, 1950. This issue was sold in New 
York at a cost of 234 per cent to the Government. In addition, the Canadian 
dollar value of funded debt payable in United States dollars was reducéd by 
$19-1 million due to the change in the exchange rate resulting from the freeing 
of the Canadian dollar in September, 1950. 


114. Funded debt payable in pounds sterling decreased during the fiscal 
year by $5-7 million. This was due to the redemption of $2-9 million registered 
stock on May 1, 1950 and $2-8 million arising out of the reduction in the 
Government’s liability expressed in Canadian dollars for outstanding sterling 
issues consequent upon the change in the exchange rate following the freeing 
of the Canadian dollar in September 1950. 


AVERAGE INTEREST RATE ON FUNDED DEBT 


PERCENT PERCENT 


ol ee toe 
5 ee ge ners 5 
ee ee 
TL. Se 
ee ORS ES ti 
Leh ah 
0220 1025 1030 1095 i940 1945 oso? 
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115. From the above analysis it will be seen that the over-all reduction of 
$160-8 million in the Government’s outstanding debt arose from cash payments 
of $116-4 million and of revaluations and adjustments totalling $44-4 million. 


116. The average coupon rate on the Government’s outstanding funded 
debt at the close of the current fiscal year is estimated at 2-60 per cent unchanged 
from the previous fiscal year end. 


117. More complete details of redemptions and new issues of securities 
during the fiscal year are set out in the following tables. 


REDEMPTION OF FUNDED DEBT DURING FISCAL YEAR ENDED 
MARCH 31, 1951 


Interest Where 


Maturity or Call Date Dates Payable Amount 
% $ 

Pere etn eS CSS CE eee BP eee 3 Canada 200, 000, 000 
eos a Lyris o's es vd bs og SERN & no aa De Sea 31 London 2,930, 122 
AUSTEN) 1 ose EAA RI nan foc ra RPSeb Ce = A ee gy pL ee 3 Canada 40, 000, 000 
ETL Rb is tng o's d dod allure eM s tate ¢ 0 > eR Vian wlle Or din 3 Canada 55, 000, 000 
OF oh 9 RL pes eerie parapet iio trea nac erin UR aye mM Au Eat gh gC Ea 3 Canada 649 , 969, 592 
Eo Ros sc 5 wi scanned gas» 29 sO E me ERs 4 Canada 33, 293,471 
CCT et ey i ee ee ~~ 3-1 ee 3 Canada 100, 000, 000 
OR ee ne re ee ae fl a ee 3 Canada 550, 000, 000 
‘Qerolaty ib, a VAR, SRRe RS ae er ek | Wipers 4 New York 100, 000, 000 
ERMINE, SEO oes re ete yc Se aled Ore utd a aia 0 Pawan BE tse ee OAR Si 3 Canada 200, 000, 000 
alin alga ; Se Peis s omar ee gs Ore ei ead eerie as iy or & gan 

(ONSET OLS)” sl lee | es seep a OR SI OES ie COENEN Siete Fe chsh te Ageia = Ube anada 400, ; 
RUS TIRU TEE CEU ons cca ts tmmakaraenie ans ess ek geemaaten 3 on, 3h Canada 50, 163, 125 
aeeh a, Da, Pe 5. 2 Panes ae, <I eee ee g ee aigouigicn 

ener MMe N.C r etre ed Gnu s ails sa eae Ne en mane nee re Mes 3 anada 550, 000, 
ae Sa OAT Caer oo ono vale fs nsec anc seeduclanntanp snielanpeneen iawrnuaainonynth 3. Canada _ | () 40, 923,367 
Canada Savings Bonds, Series I, II, III, and IV................ 23 Canada 197, 843,350 
Non Interest BearingiCertificates. 2: ss .. ccc oe ce ce eke vanes ale addeecass Canada 147,376 
Total Bere and Ceartifiontes:.i). <5 5 es soko een oi ees s | ie ws «| ecto eee ae a 3,805, 960, 403 
Repayment of Refundable Portion of Excess Profits Tax........j...+.+.+++ [oseeeeeeeees (7) 67,809,083 
Total Rarlemption of Lebtin os... 55 Me cptetagie des yo] opieta ss 0+ [ms ole qa sain ee 3,873, 769, 486 


a een eee es Oe 
(1) This is the amount of War Savings Certificates redeemed during the fiscal year. Accrued interest 
of $2.6 million was added to principal. 
(2) Not including $25 million excess provision transferred to revenue. 
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Indirect or Contingent Liabilities 


118. It should be noted that the Government has assumed certain indirect 
or contingent liabilities which are in addition to the direct debt set out in the 
balance sheet. Included under this heading, for example, are the Government’s 
guarantees of certain securities issued by various Government owned enterprises 
such as the Canadian National Railways, the Canadian National (West Indies) 
Steamships Limited, and the Saint John Harbour Commission; the guarantee 
of deposits maintained by the chartered banks in the Bank of Canada; guaran- 
tees of certain loans made by chartered banks to veterans or farmers for certain 
authorized purposes; guarantees under the Export Credits Insurance Act; and 
certain commitments under housing legislation. 


119. The following table gives details of the bonds and debenture stocks 
guaranteed by the Government, and also indicates the nature and approximate 
extent of the Government’s other guarantees and contingent liabilities. 


BONDS AND DEBENTURE STOCKS GUARANTEED BY THE GOVERNMENT 
AS AT MARCH 31, 1951 


Date Estimated 
of © Issue perons Amount 
Maturity oe, Outstanding 
% $ 
Sept. 1, 1951..)]Canadian National... .......... cece e eens ener ce ner eeeeneens 4} 48,022,000 
Aug. 1, 1952../Saint John Harbour Commiissioners............++++++e+eeees 5 667,953 
July 10, 1953. .|Canadian Northern. ............. sees seer eee e cere esceececeee 3 1,162,768 
Feb. 1, 1954..|Canadian National... .........ccsecccesveecsseccesessecuses 5 50, 000, 000 
May 1, 1954..|City of Saint John Debentures assumed by Saint John Har- 

Our (lOMIMISSIONOLS au cokes cee Sie ne ae sib eau w alla a apneviaters 54 3,329 
Mar. 1, 1955..|Canadian National (West Indies) Steamships Lamited i pewsss 5 9,400, 000 
June 15, 1955..|Canadian National. ...........cesee eee e esse eect reece eenens 4? 48,496, 000 
Feb. 1, 1956. ./Canadian National. ...........- eee e cere cece eee e cence enees 4} 67,368, 000 
July 1, 1957..|Canadian National... ....... cc eee see seers reece eee eee eecere 4} 64, 136, 000 
July 20, 1958..|Canadian Northern...........sesse sees cece cree tence rest eees 34 5, 636, 507 

Jan. 15, 1959..|Canadian National... ........-- sees cece erste eee en ee eeeees 3 35, 000, 
May 4, 1960..}Canadian Northern Alberta...........-.eseeeeees eee eeeeeees 3} 550, 727 
May 19, 1961. .|Canadian Northern Ontario............+++++eeeees ‘SL1GU7 4. 3 33 3,597,518 
Jan. 1, 1962..)]Grand Trunk Pacific. ........... cece eee eee tenet eee ee ee es 3 26, 465, 130 
Jan. 1, 1962..;Grand Trunk Pacific.:..........:.eeece eee e eee e nce e eens eeees 4 7,999,074 
Jan. 3, 1966..|Canadian National... .........0-.seeeeee eee ener eee eeceecs 3 35, 000, 000 
Jan. 2, 1967..|Canadian National... ..........-.ceeeeeee cece eee eeer ee eeenes 2? 50, 000, 000 
Sept. 15, 1969. .|Canadian National. .........-..seeeeee cree ees eere recency 2% 70, 000, 000 
Jan. 16, 1971..|Canadian National. ...........-.ssecseeseecscereccecneneees 24 40, 000, 000 

June 15, 1975..|Canadian National... 1.0.0... .eeeee eed eee eee e eee e teen ce eees 22 6, 000, 
Perpetual...... Grand Trunk Debenture Stock............. ee eee ee eeeeeeees 5 1,016, 092 
Perpetual...... Great Western Debenture Stock. .........::eee cece ee eeeeees 5 499,709 
Perpetual...... Grand Trunk Debenture Stock............s ees eeeeeeeeeeeees 4 5,446,491 
Perpetual...... Northern Railway of Canada Debenture Stock.........-.--. 4 22,591 
‘ 576, 489, 889 


Re ee ne 
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OTHER OUTSTANDING GUARANTEES AND CONTINGENT LIABILITIES 


Estimated 
Amount 
Outstanding 
Deposits maintained by the chartered banks in the 
Batic Ol, Canada (NCTC ao bl Oe ete rack ee $ 552,915,324 
Bank advances, re Province of Manitoba Savings Office 
(Miarebtsil 31 95.b) 7a Cul etter ee tae Oe, Se 3,440,078 
Province of Manitoba Treasury Bill (March 31, 1951). 1,750 ,000 
Loans made by chartered banks under the Farm 
Improvement Loans Act, 1944 (Dec. 31, 1950)... 16,985 ,809 


Loans made by chartered banks under the Veterans’ 
Business and Professional Loans Act (Dec. 31, 1950) 1,866 , 456 


Guaranteed Bank Loans—Acadia Coal Company 


ENDSretr ot OUL) ame cee ee ee 292 ,000 
Guarantees under Part II of The Export Credits Insur- 

SnCesA Ct NLaTehi Sle O51) Garest Hq tee cna ee ees 12 ,750 ,000 
Loans made by. approved lending institutions under 

Dominion and National Housing Acts........... Indeterminate 


Guarantees of land assembly projects under National 
Housing ActiAeces Lhd 20 Mhscnesues-adaudentoel> titel, de 520 ,534 


120. It will be noted that the total of guaranteed bonds and debentures 
outstanding at March 31, 1951, is estimated at $576-5 million, an increase of 
approximately $6 million over the amount outstanding at March 31, 1950. 
This increase resulted from an issue of $6 million Canadian National Railway 
Company 234 per cent twenty-five year bonds dated June 15, 1950, guaranteed 
by the Government of Canada. 
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7. SUPPLEMENTARY DETAILED TABLES 
REVENUES 
EXPENDITURES 
LOANS AND ADVANCES AND INVESTMENTS 
SourcEs AND DIsposITION oF CasH FUNDS 


UNMATURED FUNDED DEBT 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS 
(thousands of dollars) 


Estimated 
soe 194647 1947-48 1948-49 1949-50 1950-51 
$ $ $ $ $ 
Tax REVENUE— 
Direct Taxes— 

Direct Taxes on Incomes— ' 
Individual Income Tax........... 694, 530 659, 828 762 564 621,982 652,000 
Tax on Interest and Dividends.... 28, 428 33, 929 40,965 47.475 62.000 
Taxes on Rents and Royalties..... 1,708 1,960 2,480 mle 
Corporation Income Tax.......... 238, 792 364 131 491 990 603 193 800, 000 
Excess Profits Tax... 2. eee 448, 698 227,030 44,792 —1,788 10,000 

Total Direct Taxes on Incomes.} 1,412,156 1, 286, 878 1,342,791 1,270, 862 1,524, 000 

Succession (Duties... Vocc. ss sete ce 23,576 30, 828 25, 550 29,920 34, 000 

Total Direct Taxes............. 1,435 732 1,317,706 1,368, 341 1,300 782 1,558,000 
Indirect Taxes— 

Customs Import Duties............. Doi, oOo 293,012 222,975 225,878 298, 000 

Excise Duties— 

Spirits, WAL CtCe seus eae eee ae 97,820 97,675 101,105 107,035 132,000 
Cigars, cigarettes and tobacco.... 101, 163 102,116 106, 241 115, 982 116, 000 
Lhicenees .. 5. es ie noe ce ees 40 at 39 38 40 
Less refunds. . 238440084. 6% sewed —2,979 — 3,034 —2,733 —2,490 —3,040 

Total Excise Duties............ 196, 044 196,794 204, 652 220, 565 245,000 

Excise Taxes— 

Taxes on Commodities— 

Salesepax iis. os. ee sites meters 328, 073 383, 012 390, 174 415, 222 471,100 
War Hachange Vax: i... ee eee BOS. bao « Heinle Wale dal Cole ee ae elt eae atte ae ore ar ecient eee 
Automobiles, rubber tires and 
tubes... 3... 230 Aare 16,340 31,949 36, 943 38,193 63, 000 
IBOVCrages, oh. ssa os dace bees eee 18,635 23, 767 27,689 1, 627 7,400 
Candy and chewing gum.......... 13,277 18, 279 19, 888 1,030 10, 400 
Cigars, cigarettes and tobacco.... 76,318 68, 606 77,665 83,497 83, 200 
Cigarette papers and tubes........ 6,943 6,419 6,999 nope 7,850 
Electric and gas appliances........ q 2,824 DSOOE ave Hee eee 2,300 
Bars Se octet 3, 102 3,139 3, 693 2,937 4,300 
GASGIING. PU. «. oss. 00d ae meee 36, 220 VAs sl Fi a UM a vt oath CO Reg, 
Matches and lighters............. 4,088 3, 967 3,412 1,091 1,100 
Phonographs, radios and tubes.... 2,526 ya vAa 3, 562 3,101 5, 200 
Special excise on importations..... 1,185 2113 EOP Lis cu Meche we bamees ene 
Siivar irs 3260 i a eee tee Be 11,339 LOSS iQ] eee ree a aie ceva oe oh Leer ee 
Toilet preparations and soaps..... ieO2a 7,146 rEEYs 4,316 4,300 
Trunks, bags, luggage, etc......... 5,710 4,962 §, 565 2,257 2,500 
WINGS. zane) Meee eee Ga ais cies 2,394 2,342 2,060 2,126 2,200 
sowellery, OrmaImente ener se .-18 owls sient euenna a6 ob Wie ce ese ee eae 4,077 6, 600 
Bundt y ss cineca ee eg ae a 5,109 4,716 4,700 2,310 4,400 
Taxes on Amusements and Services- 
TATMUSEINENTS es bau eer tthe oe eal cos 14, 552 15, 369 DAS Se eh See eon seer aren 
Tax on pari-mutuel bets........... 2,510 2,519 TOS Fes es Lie ae ees geen 
Transportation and communication 27,931 27,531 29, 034 SOOO leche sexes 
Stamps, including payment of taxes 
on jewellery, chinaware, cabaret 
attendance: e6esari5 eters tore. 24, 437 24, 300 22.420 9,898 10,800 
Licences,interest and miscellaneous 313 376 382 370 350 
Less refunds (mainly sales tax)... — 29,845 — 10, 683 —12,871 —11,785 —12,000 
Total Excise Taxes............. 579, 024 640, 758 636, 138 571,457 675, 000 
Other Taxes— 

Chartered bank note circulation..... 220 188 166 TOL Ak dora 

Insurance Companies............... 8,796 3, 004 3,339 3,789 4,150 

BM iséellansous.. veces eas ees es a 690 613 531 525 750 

Total Tadirect Taxes )....4 552. 0% has 1,022,129 | 1,134,369 | 1,067,801 1,022,335 1, 222,900 


—— o_O 


EE ed 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS—Concluded 
(thousands of dollars) 


Estimated 


— 1946-47 1947-48 1948-49 1949-50 1950-51 
$ $ $ $ $ 
-Non-Tax REvVENUE— 

OO a oer oe ee 72,978 77,759 80, 604 84,512 90,000 
Return on Investments ate ces Mee mig Sey 4 69,439 75,800 107,889 91,529 89, 100 
Bullion and coinage.........+.ssseeees 2,098 1,731 3,253 4,523 4,800 
Premium, discount and exchange......|........+5+- $786 |... +5 aes beeps ele 18, 000 
RSS OE, big tha ke wiods ocak gave 16,355 18,745 21,202 25,035 29,900 

Total Non-Tax Revenue............ 160,870 177,771 212,948 205, 599 231,800 

Total Ordinary Revenue............ 2,618,731 | 2,629 846 | 2,649,090 | 2,528,716 3,012,700 

SprecraL REcEIPTS AND CREDITS— 

Refunds of previous years’ Special 

Expenditure ere a! eee a 10 7 16 156 300 
Special Receipts—War and Demobili- 

OC Re OE ee 228,465 162,376 91,281 34,765 45,200 
Sale of surplus Crown Assets.......... 184, 298 63, 381 25,840 16,351 20,400 


Refundable portion of excess profits 
tax—Transfer to Revenue of excess ! 
reserve set Up in previous years.....]......eeeeee [eee ener ssa e[ececeeecencnteceseesceaae 25, 000 


Donations to the Crown...........+-- 170 138 69 54 2 
Canadian Wheat Board— 
Surplus in certain special accounts... 1,762 16 1 A RT POET) (Pen ae 
Investment in Crown plants trans- ; 
ferred to Active AssetS.........+++- 2,053 3,704 S BON.At.t a tdacl k)<+' <@ielie s ¥ 2 
416,758 229, 622 119,855 51,326 90, 902 
Capital and Non-active Accounts— 
Capital Accounts— 
Refunds of previous years’ ex- 
MONUIGUTAL ... . . «6 deri de > 2 ge SF 110 61 82 67 120 
Transfer to Consolidated Deficit 
Account (contra).........ceeeeeefererere eee 158 FP: Se aoe 
Non-active Accounts— 
National Harbours Board, reduc- 
tion of indebtedness...........+- 10 BO | cite cesta arenes, 12 119 


Canadian Pacific Railway— 
Repayment of loan made under 
Thatial Reba. ORME AD <5 leat 14 Pile + in = FeO BR <0 88) thee beer cr es ies ee 1,447 
1936 and 1937 Saskatchewan Seed 

Grain Loans Guarantees— 
Adjustment pursuant to The 
Western Provinces Treasury 
Bills and Natural] Resources 
Settlement Act, 1947........Jeeeeeeeeeres 9,773 
Canadian National (West Indies) 
Steamships, Limited, reduction 
of indebtedness.......----++s54: 
Write-off to Consolidated Deficit 


1,105 


cence hbo eke lee eee 9 « 4 Oe Ree eee © 


1,308 
54 


Seed Grain and Relief Loans.. 45 20 12 

Total Capital and Non-active Accounts 2,587 12,278 2,450 99 1,698 

Total Special Receipts and Credits.... 419,345 241,900 122,305 51,425 92,600 

Total Revenue......---seseseeerrerscsee 3,038,076 | 2,871,746 2,771,395 | 2,580,141 3,105,300 
Less estimated amount of refundable 

Income and Excess Profits Taxes.... BG, 200 |. <scpukidec-|os<sbeasecrs|- oo sere@mmwnyth «Mmnnienans 

Net Total Revenue......--- 3,007,876 | 2,871,746 2,771,395 | 2,580,141 3,105,300 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS 


(thousands of dollars) 


Estimated 
—. 1946-47 1947-48 1948-49 1949-50 1950-51 
$ $ $ $ $ 
ORDINARY EXPENDITURE 
ACTiculbune dere ea ess eae toe 13,300 16,311 20,376 25, 296 49, 604 
Auditor General’s Office................ 390 395 533 562 594 
Citizenship and: Tammiigrations fe. ocd wale cc oe Pek. oe Peo eee 17; 702 21,396 
Civil Service Commission.............. 593 665 rig. 1,513 1,587 
RxternalAfiaivassy ) se de 5,128 7,195 8,676 O,i20 22,289 
Finanee— 
Interest on Public Debt............... 464, 395 455,455 465, 138 439,816 425, 240 
Cost of Issuing New Loans and Annual 
Amortization of Bond Discounts and 
Comifiigsions eA, obs. co cid doe 12,139 10,914 9,745 10, 546 13, 368 
Servicing of Public Debt............. 678 356 331 478 426. 
Subsidies to Provinces................ 14, 383 33, 394 17,095 19,170 18,735 
Transitional Grant:to!Newloundland oJ... .. Saks ET eee 6, 500 6, 500 
Miscellaneous Grants and Contributions 95 HS}, 147 597 1,332 
Civil Pensions and Superannuation. . 253 224 190 169 147 
Government’s contribution to Superan- 
nuation A. CCOUnt. 224-4 .. 4... eae 3,161 3,488 4,050 5,461 6,858 
Special Government contribution to 
Superanntiation Account... 0c} degen + css toes ss oc bee bes wae hat oe ae oe 75,000 
Premium, Discount and Exchange. . UM OE tr 2 2S 111 19} 7408 | 2 i ee? Ie 
Compensation to Provinces— 
Tax-rental Agreements.............. 94, 380 122,497 84, 387 76,881 94,123 
Sec. 7—Tax-rental Agreements Act PENCE asle as eel ses a's a ROR ELT a ee 1,375 4,566 
Special payments in respect to mat- 
ters supplementary to Terms of 
Union of Newfoundland with Canadal]..... Vea ries Pann ORR... By Mr ocr. CES) ee ree 
Office of the Comptroller of the 7 
Treasury Re RO ORE ES Oi Ge Wpool 8,933 11, 103 11,140 1S bR: 
Administrativeand Sundry Expenditure 1, 671 2,059 3,193 4,547 6, 299 
Fisheries: vas 0eas. ... 2b Pc ee ee 3,599 4,097 5,158 6, 764 8,006 
Governor General and Lieutenant- 

Goveriorsictss333 sch Rea 252 239 242 274 250 
TASUTAN CE Abe erie 2 tae Re ae 212 237 263 311 382 
JUSTICE XE Wie Eis rdets cae x vk Aeon eee 3,194 3,917 4,025 4, 226 4,704 

Penitentiaries 0)... «<b. en oe 3,806 4, 564 5, 863 6, 691 8,200 
LaDourd yaee eGo ew yee ae oe ees 2,010 2,319 4,712 6, 244 8,727 
Unemployment Insurance Act, 1940— 
Administrationiy: vy cliesceeee eee 7,496 17,641 18, 965 20, 386 22,418 
Government’s Contribution......... 15, 200 17,500 20,103 21,098 27,930 
Unemployment assistance to residents 
of Newfoundland pursuant to Terms 
of Unioncx., 4.105 reas als ess ov Sao ein nc eee eee 3, 589 3, 200 
Government Annuities— 

Payment to maintain reserve....... 977 332 11,408 1, 256 1,500 
Legislation— 

House of Commons... 0 os 2,786 3,022 2,628 3,764 3, 289 
Library of Parliament................ 90 103 127 127 138 
Senate vececun st «oc ecu ee 881 946 736 1,178 976 
Cleneral waders sucne di oa Ae eee oe: 167 270 242 160 265 
Chief Electoral Officer, including 

CleCbIORE ice. «15.0: ev bite ve eee Oe 144 151 287 4,456 274 
Mines and Resources— 

ANVINISGATOn su caval ssi Gael e eee 173 268 Uc Ae oo i ae Pl 
Tnamiigrationic o24,20:4. teh Cero 2,047 2,665 Ai aA a Pe red . 
Indian Afigiva ji... dune ee. cate ca 5,948 7,180 LONS7TS SS. CT, SAS. Lc eee ee 
Lands, Parks and Forests............. a ee Seen ee fener cd) . 
Lands and Development Services.....]............ 5,630 LTZSOSMI YS. AOS RS SS 
Surveys and Engineering.............. SESAME mesial se crane ieee meen Aten Niaetintle es Ee otadincla hears 
Special Projecte9.... ..t Maer, ... 2, Pelwdae. ede 2,554 136? FS, AA SG Aer 4 : 
Mines and Geological Survey......... LET re Ae rl aloe no ee Lae wea ae torn eee 
Mines, Forests and Scientific Services|............ 5,318 17 B70 an cians ga Seeler Oe Leas. 
Mines and echnical, SUGVEVS hc. ges x [an i s'es «Facil es oo ass SOM eee 22,200 18,046 
National Defence— 
Defence Forces—Army, Navy, and 
min Servicek.uw os..4 Sano . 5a @ —]| () —]} ( —]| ©) — 536, 336 
Defence Research and Development..| (1) —_ (2) —- (2) a (?) — 23,915 


(1) Included under Demobilization and Reconversion. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(thousands of dollars) 


Estimated 


1946-47 1947-48 1948-49 1949-50 1950-51 
$ $ $ $ $ 
ORDINARY EXPENDITURE—Con. 
National Defence—Con. 
Administration and sundry services... 253 615 1,127 383 343 
Pensions— Militia Pensions Act........ (?) —]| (*) _— 4,863 5,011 5,000 
Government’s contribution to Perm- 

nent Forces Pension Fund...........{..eseeee262-| (1) — 7,867 9,046 11,975 

Defence Appropriation Act, Cad 1. a 0% aig ie aa MES 4S 0k Ds exe nee sae Bie bien, cae 195,417 
National Health and Welfare........... 8,616 10,815 14, 381 16,901 17,950 
Old age pensions, including pensions to 

DEP REPBOUS oon odes anaes ann oe 35, 928 58,090 66, 764 93, 189 103, 250 
Mammy BLGOWANCES, ...6ds.02 6 seas nabs 245,141 263, 165 270,910 297,514 309,490 
femoral Wealth granty. 33 ox. 00s 5 o> ease |) <> Mes Seabed ened nas Wao ; 15,716 19, 300 

National Revenue (including Income 
ME UA! ot aah Chea Math ain ais cw SUAS RYE 28,551 37,312 49,323 50, 604 49, 588 
RET Be. aa te amt «ca osm DORR 64, 213 67,944 77, 643 82,640 92,125 
Prime Minister’s Office...............5- 88 9 106 120 124 
EM OUNOT cn o% 6s co doen se ark akS 808 1, 287 4,351 4,008 4,054 
MEE? ATEHIVGES 1c bes + bammns 2a dey soe af 149 157 aes | 198 208 
Public Printing and Stationery.......... 293 536 753 866 726 
aS ete WW OPE a <u biRYes Sh lewis sf x eb 26, 360 35, 545 50, 644 67,058 72,500 
Reconstruction and Supply.............. 1,932 12,342 By AUS lets cienle nies Space hal wor J 
Resources and Development...........cJocceecccccecfeeccccesnscfereesscccces 25,014 34, 433 

Dominion Fuel Board administration 
coal subsidies and subventions...... 1, ¥70 1,148 3 — (3) Betti vn wens = PRES 
Royal Canadian Mounted Police........ 8, 604 10, 406 13,717 15,971 19, 766 
BOGTOCALY O1 DUAL .. «0.50% dein ei siaise am gebs 1, 157 1,345 1,559 1,600 2,189 
Mirage And (COMIMETCE:. «> b0:0ms wisielieerte 9,776 10,846 24,778 30, 363 37,988 

Dominion Coal Board administration 

coal subsidies and subventionS......J... eee eeeeefeee cree eeees 2,164 4,357 3,421 
Mail Subsidies and Steamship Sub- 

PITIOUNE. Fu. a oack cage seegeee ce ches 1,103 (4) —| (4 —| (4) Nh tes aah we oe 

Transport— 
Administration and general........... 1,499 1,973 3,492 3,790 2,495 
oc ag Lc: eee Ae PRR Pare ee a 5, 653 10,390 15,932 21,669 25,723 
Marine Service.) 26 2205.0. tte t aie: 5, 963 6,831 8,176 9,878 11, 588 
Railways and Canals................- 3, 702 4,073 5,124 6, 624 9,191 
Maritime Freight Rates Act.......... 4,871 5,090 6, 606 6, 982 8,585 
Mail Subsidies and Steamship Subven- 
tions, including Canadian Maritime 
aim isaiow sc sie FP. VERS AEG SR ote es oo ee ew ans 1,764 2,166 2,ate 5,975 
Veterans A ffairs— 
Departmental Administration......... 1,680 1,677 2.225 2,248 2,119 
Pensions (World War 1 and military).. 40,771 C8) ee ee ee a ee CP en 
Pensions (World Wars 1 and 2 and gen- 
a OE es oe ee eee (5) —| (5 — 102,951 96,091 96,339 
Treatment and after-care of returned 

soldiers and allowances to depend- 

Spe SRR Sas PARRY ri ir oe 44,303 46, 286 69, 937 69,778 73,139 
Hospital accommodation and facilities.) (° — 5) —| (5) _ 5 son 2,724 
Soldier Settlement and Veterans 

Toad: Aiea ic heed aw ee ee ch 6,551 8,092 7,885 7,383 6,373 
Post discharge rehabilitation benefits].........---[eereeeeereecfeeeeesrreeecferteesereess 12,926 
War service gratuities and re-establish- 

Sait HE ALIEA «soos che durdeeens comeba[ts +e ¢s00ebademen’'ss or pihegiipnads + ts brnamed on see 15,993 

Total Ordinary Expenditure........ 1,236,235 | 1,380,002 | 1,573,450 | 1,701,260 2, 680, 990 

CapitaAL EXPENDITURE 
ea eee 2,654 3,809 3, 239 3,835 1,257 
OSE RS gs a oe eee ae 8,546 11,847 15, 234 19, 088 15,210 
Total Capital Expenditure.......--- 11, 200 15, 656 18,473 22,923 16, 467 


(1) Included under Demobilization and Reconversion. 

(2) Included under Veterans Affairs. 

(3) See Department of Trade and Commerce. 

(4) See Department of Transport. : 

(8) See War, Demobilization and Reconversion Expenditure. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(thousands of dollars) 


Estimated 
1946-47 1947-48 1948-49 1949-50 1950-51 
$ $ $ $ $ 
*War, DEMOBILIZATION AND 
RECONVERSION EXPENDITURE 
National Defence—Army, Navy and Air 
S6rviCeSe < te eeeee ore cares co ateae che tect eteirenl Ualel ete oo heveuenerntte 189, 360 238,916 848,050 
National Defence—Defence Research.. 4,090 6,024 16,033 22,389 
National Defence— 
ATTY Or VICCR tebe dal h sca eg ot os Cee PETS EA 4n EIR Oe PIM iting eRe beicac| Ge neg tae sc 
INVA LISCLVACES Beet cis cd ccs ettel ascents PANE fh, Magee athe GO a IRR aris ed Marat hema a peo v9 aC a dr OR: 
JAAP, SSOUN ICCB 2 tC cin a ss cle aia cin oeiee CON 4 10 EROS to) Pita ies (ioe Siok esa ich ec Na Ae 
Reconstruction and Supply (formerly 
Munitions and Supply )— 
Administration, reconversion and 

operation of Crown Companies and/ 

GF CTO WH, LEAN bei cis Se aes cee 10, 784 1,558 (8) wn boss eS DS Be eee eee 
INGA SEE ACLOU rei. are sakes erties ise 4,140 1,305 1 PT Pee Pet casi lente a Reta cla rey i* 
Housing development................. 35, 323 38, 558 1,018 4hs. eee 
Production and transportation subsidies 

for Canadian steel producers, etc.... 12, 663 7,950} (°) — ($) _— 

Research and development of jet 
engines and aincraib. eat es ealea tas. >> osc 4,500 (6) — (8) — 
Liquidation of contracts. ...........:. 24,743 (0a Ge Pe ES ea kate ad at ep uk 4 
Termination of contracts.............. 55, 200 6,400 8 rss) 5 Ses ere ees cn eee ee 
ORMIOR cobs, «snus tho winds ore ene re 4,287 1,056 BAD SAE ene iy Cone ae ee ; 
147,140 62,834 POOR Tale roc setae ee 
Agriculture— 
Disposal of agricultural products ren- 

dered surplus by the war............ 958 "Bree a PP sear 
Freight assistance on western feed 

BEAING cc bate te fase cares eae oe 18, 828 20, 092 18, 154 16, 764 
Fertilizer subventions and freight 

BANG WANG... ccc) 60 inane See pct as OM ARN Pee SO DER oc urls) MP oo atts IR I nase 
Subsidies and bulk purchasing of 

FEPtLIZEr.t, Wels Ae ss os Lee ee CEN ee os eee BOT |... os oa ce peasy Loe ee teats vwie'siele's 
Subsidy on western wheat used ex- 

clusively as feed for live-stock...... 6,474 Be ON Novena SpeED al co, 5:00, a aaa 
Subsidy on milk and milk products... 36, 759 1 BOL elec oe ree ols. + saslonedemree te 
Premium. on hog carcasses suitable 

for,exporedOU tS... . becca sane ene 4,506 5,474 4,585 4,982 
To provide for reserve stocks of feed 

QT AMIS, och chdteates »)>.3. ol oite ® pRikae ese ee 1,551 7 a 1A yt] Me eamiciede ce 
SunGrytidiiaaths als icra oom oar seme 1,757 347 439 465 

TLL 83, 2338 28,178 ROSA T| 
External Affairs— 
Contribution to International Refugee 

OuSAR IZATION: «area: 1s SOPRA RSLs e+ 62 one abe 5,468 5,412 5,827 
General post UNRRA relieliy..... bl... sesh een 16,927 SOA ee 
SMCEY Jaki Bin. clbow sedais sees see +16 kes 837 5 102 1,132 

837 22,400 5,839 6,959 
Finance— 
Comptroller of the Treasury.......... 6,072 1,702 (7) _ (7) — 
_ Wartime Prices and Trade Board— 
Administrahion.....2.i daccces coe es 8s 12,738 5, 794 Stoel 2, 00T 
Subsidies due to application of Order 

placing a ceiling over all prices...... 88,778 34, 341 14 GEL 3s pee a tee 
Advances for payment of drawback 

claims to millers and other manu- 

facturers of wheat products......... 26, 000 17, 000 11,000 400 
Halifax V-E Day disorders and explo- 

sion— 

Payment, of claims, fakes. so «5. DPOF, chase ter abel ca cone t ees nlte camer oenee batved sale mse 

Expenses of investigations......... iki), Be ee oP gies ad (uses Fae need randy eace Ricad saeas a agn ee 
BSUEMCLENT is donc scote ce siabiaite Rie? issn a pie 999 363 1,457 92 
186, 876 59, 200 80,689 8,059 


* Included in Ordinary Expenditure in 1950-51. 
(°) See Department of Trade and Commerce. 
(7) Included in ordinary expenditure. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 


FOR THE LAST FIVE FISCAL YEARS—Continued 


War, DEMOBILIZATION AND 
RECONVERSION EXPENDITURE—Con. 


Labour— 
National Selective Service program... 
Removal of enemy aliens from pro- 
SS ee ery nr eee Pe oe 
Vocational training for discharged 
members of Canada’s Armed Forces 
Vocational Schools — Payments to 
MIR 4052. oh<anavtayes sx ma abe 


Manes ANG ReCSOULCESs si)... ee oe esa ees 


Rites and ‘Technical Surveys. .... 0005 c). cers. ese th afetens ones oh elae sons 5 eam 


National Health and Welfare— 
Old Age Pensions increased benefits. . 
NRE yh Gh aed: wa oo aan ame aes 8 be 


rray TCR VT IGE tones oe hs sik Aas cee Es 
Royal Canadian Mounted Police ........ 
Trade and Commerce— 


SE Casetrsehronl,, 2 cate chao Lee kc PTE 6 ose p weS De [2s hea tes ere 


Administration, reconversion and oper- 
ation of Crown Companies and/or 


(| ES OP ee Ean reste) Soy Mmeorareri ay oe ior Sire 3 


Production and transportation subsi- 
diesfor Canadian steel producers, etc. 
Research and development of jet 


engines and aircraft.........ceecsee fess ceerec seein rere e snes 


OS a Ge errereragre cr 


PPPRTIGHOFU... bcs. <2 ess cage rs cue me ceaepe 
Veterans Affairs— 
Treatment— Defence Forces........-+- 
Pensions— Defence Forces........++++> 
Additions, alterations and improve- 
ments to departmental hospitals, 
including land purchases......---.-- 
Post-discharge rehabilitation benefits 
War service gratuities and re-establish- 
Ment CYOUiS. «00.045 0gs ewes eneewe eke 
ee le a Geers Pena rrtn 1 


Other Departments.........-+-+++eeee: 


(thousands of dollars) 


ee ee ee 


682 
682 
9,723 


50, 982 
33, 763 


8,334 
96,762 


318, 325 
273 
508, 439 
2,256 


Estimated 
1950-51 


2, es! (el 


ae a ee a eee ee a ee ee ee ae 


Reece e ees eee ee a we Daa TSR OPS Se ae 6 FR De ee St ASR ee 


6,405 


3, 264 
1,723 
11,392 
1,812 


996 
107 
1,103 
1,242 
1,627 


see eee ere eee 


6,805 


(8) 


Clas vers 


een were eeere 


* tlale« 0 ttle ol te 


(8) pass 


ys ee 


5,095 
44,826 


36, 148 
1,181 
87, 250 
693 


eevee reereee 


eee eee eer eee 


eee ee eee eens 


SA Cie we a ie ot a ee 


oo 80s RMS © 86% 


coer eeoneeere 


[en pee eee aes nn ee oe al See SLD Ae Pl | Pee ee 


Total War, Demobilization and Recon- 
version Expenditure.....---++++++s+es: 


SpreciaL EXPENDITURE 


Agricultural and Other Expenditure..... 
Prairie Farm Assistance Act, 1939— 
Administration. ......--+e-2sereer tees 
Advances to Prairie Farm Emergency 
De ec arenite Morrie ne RT HS 
Deficits—Canadian Wheat Board....... 
Subsidies on oats and barley, used as feed 


for live stock—Dept. of Agriculture. ..|..--+++++++- 


Payment to Canadian Wheat Board for 
distribution to producers (Dept. of 


ee Se ee a a ear eS teikdbiciabhe +s) visualise: 7 ae anne Caan 


(8) Included in ordinary expenditure. 


1,314,798 


4,434 
333 


6,597 
20, 562 


634, 421 


5, 253 
450 


10,744 
31,450 


13,963 


733 


425, 574 


10,489 
402 


8, 640 
4,454 


128 


96 


ee ee ee S| a GTO, OL ae 


24,436 
425 


3,178 
2,536 


A Pee ee ee oe ee Oe eb ee ea 


65, 000 


77 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 


FOR THE LAST FIVE FISCAL YEARS—Continued 
(thousands of dollars) 


Estimated 
eed) 1946-47 1947-48 1948-49 1949-50 1950-51 


mf a | 


SpeciAL EXPENDITURE—Con. 


Reimbursement to Canadian Commer- 
cial Corporation for expenses in pur- 
chasing materials, etc., on behalf of 
Dept. of National Defence—Dept. of 
‘Prade and. Wommerce i415 dectnnss ceeds cence ee ore 548 776 975 1,437 
Fraser Valley, B.C. Flood Area— 
Grant for emergency relief and reha- 
Dilitationt /2h)). Geer ee eden occ caste a aes syn etl BQO Lic cts eielen ax RO UI axes 
Repairs to Federal Government struc- 
tures and telegraph and telephone 


lain} dee cee ie Gee Deets MMSE alow ds cased eer hea Means et BOE aiars p OORT REI CREM Pe 
Fraser Valley Dyking Board— 
Payments by Government of Canada 
UNder AgveCMeNt i. sk. Coes os be ele ted oes ce cos ee Le Ae Rees oe 4,500 SOOO. MB. Sea2:. 
ProtectionsOl WwOrks Ui ssnes Ges cc Cee Vee wee ace chelhbessoteee th tasnseaw ae a 1,024 2.2 esas. 


Red River Valley and the Winnipeg 
Area generally— 
Payments by Government of Canada 
under agreements for construction 
of emergency work sis Vives ccc bee es ceeds Cone ces soe ROMe ote | is copes 8 a-s a eho fs etnmieememier 2,353 
Grant to assist the Province of Mani- 
toba in respect of the Red River 


OG Ons tee eh nee ten, Were re ers 8 Peer Tee Pr ee a Ree 12,500 
Grant to assist the Province of Quebec 
in respect ofthe’ fire ati Rimouski. (ole edes ude esedess ods cde APA COO Oa ee 1,000 
Grant to assist the Province of Quebec 
in- respect of the fire at Cabano... 2.0.) sana cess sce] sa cae deeans ele ve cave ea dale daeteeens oe 218 
Reimbursement to Defence Construc- 
Ltd. for expenses incurred in 
procuring the construction of defence 
projects on behalf of Dept. of Nation- 
el Defences ee cc's ec eae RR a c's oab ies seve aena leeds deren te os PROM 500 
Total Special Expenditure... 31,926 63, 141 34,813 37, 928 113, 660 
GOVERNMENT OWNED ENTERPRISES 
Losses charged to Consolidated Deficit 
Account— 
Prince Edward Island Car Ferry and 

‘Mermpimalsin {Gui Win eeeietc coins ste 888 932 1, 220 P2284 1, 267 

Canadian National Railways......... 8,962 15,885 33, 533 42,043 3,261 
National (West Indies) 

Steamshiips “Lids sere yee eee ee lee dla swash glass a ieee cee [Cet ee reer 461 1,029 
Mrans-CanadawAirlinesan. srs sec. ee bel nes eee ere 1,370 2,933 4,318 1,325 
National Harbours Board............. 114 137 238 83 188 

Total charged to Consoli- 
dated Deficit Account.... 9,964 18,324 37, 924 48,126 7,070 
Loans and advances non-active— 
National Harbours Board............. 718 371 1,739 4,236 1,357 


— | | | | | 


Total Government Owned 
Pinterpris@ss. 3.24. <0.s% 0 10, 682 18,695 39, 663 52,362 8,427 


—_— | | | 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS—Concluded 


(thousands of dollars) 


Estimated 
1950-51 


1948-49 1949-50 


OTHER CHARGES 


Write-off of assets chargeable to Con- 
solidated Deficit Account— 
Reduction of soldier and general land 
eeriant lonns or eye es 
Reduction of Veterans’ Land Act Loans 
Yearly established losses in seed grain 
and relief accounts— 
Department of Resources and Deve- 


232 


129 2,097 


54 45 20 23 
Trust Stock—reduction due to retire- 
ment of equipments [Res ot 

Provision for reserve for possible losses 
on ultimate realization of Active 
INSEE TSI Bee Ga ioe. bite AE ate 0 oe NE tinea 8) Be 

Provision for reserve for conditional 

benefits under Veterans’ Land Act.... 

Assumption of part of Newfoundland 

Barinder Lerms of Union ceo oslo teas» css [seas eae oop be fowmaas eee 62,293 

Transfer from Capital Account to Con- 

mipoliaatved Deticit Account........0.6 5 |eseevee ese 158 
Write-down of Active Assets to Non- 
active Assets— 
an Claes Latte yh aheak ek oe dt cele e <|> os ones Ole a Povey os ok oly elle apmebiaeea 1,802 
Trading losses in Securities Invest- 
SSE Py Ae aA ade ap RR Ae nen et Cece i tl ty 8,299 
Soldier and General Land Settlement 
Pee re ee Ee oc cb aebs f] eka HAA ale bef gba: aernes nares 
Soybean Flour Suspense Account. .....J...- secs eee efere seen eee e elec erences 126 


Total Other Charges........ 29,386 83, GbL 83,919 165, 536 82,300 
Grand Total Expenditures. . 


1,308 


CCT HRMS REDE Oe Oe Ree Oe em as Pe 


75, 000 
7,277 


25,000 
2,663 


a | | a | 


2,634,227 | 2,195,626 | 2,175,892 2,448, 616 2,901, 844 


(°) Included in ordinary expenditure. 
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ANNUAL CHANGES IN ACTIVE LOANS AND INVESTMENTS FOR THE LAST 
FIVE FISCAL YEARS ; 


(In thousands of dollars) 


Fiscan YEAR ENDED Marca 31 


Estimated 
1947 1948 1949 1950 1951 
$ $ $ $ $ 
WorKING CapiTaAL ADVANCES TO 
CROWN CORPORATIONS 
Canadian Arsenals: (undo). ooo eek ys obs | ke eae cee 2,500 2 UU Lo Cases 2,500 
Canadian Commercial Corporation...... SOOM Mei ons. eohine 1,000. wee 
Canadian Patents and Development, 
i, 7; ge ee eit nt al Mat mare ngs a BAe eco oe Li ae a i 296 
Canadian Wool Board et. «4. 10 oa oe Cr Ve GE: iy ene a Pn ge PN (0, Sea Ree nye. ene ee 


Commodity Prices Stabilization Cor- 

POTAUION. sha eee ee cine! aye ade ae 
Crown Assets Disposal Corporation.....]............ 
Export Credits Insurance Corporation— 


15,638 jCr. 19,341 |Cr. 14,911 |Cr. 3,000 Cr. 1,500 
Cr 340) Cr. LOS ACTS hl So5| ae eee sere 


TGA SUMDING (ances asec ocue- au 4 ep eeeRreHEE a BOO 1. ce coe dates Lee Geeta ese ool a 
11,681 |Cr. 14,686 |Cr. 11,519 |Cr.° 3,887 1,000 
LOANS TO, AND INVESTMENTS IN, 
CROWN AGENCIES 
Central Mortgage and Housing Corpora- 
tion— 

ROT 1c DARE, - RP ES RR EIEN A ctf okt sae Bes 22,500 68, 000 91,460 78, 500 
Canadian Broadcasting Corporation..... IO a oe pin tnho ee 1,250 4,500 600 
Canadian Farm Loan Board............ Cr 600 99 1,050 1,950 2,000 
National Harbours Board............... le |r 26 213 20, 382 900 
Railway and Steamship Companies..... Wr, 20,021 81,717 4,067 20, 963 20, 200 
(SrO ser ota OS ee cos sce eee enero Cpe al TOE ie 3 en Sh nce oe chee oe cite CRE pas cena 
Other Crown Agencies: . i072 2... se ee Cr 145767 2,500 4,615 1,295 |Cr. 1, 200 

Cr. 74,838 106, 790 79,195 96, 034 101,000 


OTHER LOANS AND INVESTMENTS 


Provincial and Municipal Governments.|Cr. 2,530 |Cr. 63,629 |Cr. 5,376 4,031 |Cr. 4,300 
United Kingdom and Other Govern- 
ments— 

United Kingdom—Loan under The 
War Appropriation (U.K. Financing) 
TC NORD no. ie a ee TE ag 0 2 

United Kingdom Financial Agreement 


Act, 1946—Lioan.. oc pees ae ie 3:4 


Cr. 95,800 
640, 000 


Cr. 111,285 |Cr. 29,487 
368, 000 37,000 


9,936 |Cr. 40,500 
120, 000 20, 000 


Export Credits Insurance Act.......... 267, 983 130, 934 68, 196 10,964 |Cr. 23,000 
Other (U.K. and Other Governments)|Cr. 165,415 |Cr. 5,712 2,060 5,541 |Cr. 300 
Canada’s subscription to Capital of— 

International Monetary Fund......... DOOTO TOR Se ctsee pakortical the ate eenee ree 22 500M ame aaa ares 

International Bank for Reconstruction 

nd Develoniment,. cts. newer cece « 48,750 16,200 a here 5 Go8el ih tar aa 
Miscellaneous— 
Loans to veterans under the Soldier 
Settlement and_ Veterans’ Land 
Bete oo Paegyt gins Ghaho ns ren ae a os 55, 202 Gisone 21,901 7,292 15, 100 
Balances receivable under agreements 
Ollsale Of Crowneassetss serra... 3750s Cr.) 1,972 1Cr Pai ee0 2,889 |Cr. 700 
Other miscellaneous loans............. Cr: 105552) Cr JL ts 7G. 588 812 |Cr. 600 
1.05311) 368,951 92,476 132,359 |Cr. 34,300 


| | | | 


Net Total of Changes in Loans and 


ERVORUIICIS Fn 55555 5 05) alle aiete hs es ssl 987, 954 461,055 160, 152 224, 506 67,700 
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SUMMARIZED STATEMENT SHOWING SOURCES AND DISPOSITION OF CASH 
FUNDS FOR THE FISCAL YEAR ENDED MARCH 31, 1951 


(In million of dollars) —Estimated 


Cash funds made available during the year:— 


Net cash balance remaining out of current year’s revenue........-...-+ 0. este e ee 642-3 
Consisting of :— 


Excess of revenues over expenditures for the year (i.e. budgetary 


SITTIN i oo cm Se aii ea whe SC Bae oe em nics a Is 5 
Add back items included in total expenditures which did not repre- 
sek capltagca.. 6s bbs. ated ods codes dub mata cine pide nina 482-8 
686-3 
Deduct items included in total revenues which did not represent 
Casi BOCAS sob vac) RB ARGD <4) sa es Ae tae wrees xia s se 44-0 
642-3 
Increases in annuity, pension, insurance and guaranty accounts excluding 
the Unemployment Insurance Fund. 4.6.5.2... .45 ese eee cece reece enn ae elle 21-7 
Unemployment Insurance Fund—net cash contributions..............+--- 58-4 
Peereash in. floating Gebel, i) oc 6 eR aloe Cae derentanenianes Ning SA oO Oe 2-6 
Repayment of departmental working capital advances—Agricultural prices 
Support AeCOUME, BUC Kine eee wae sagt a> me kee es tp aay ae ong as ve eee 16-2 
Repayment of loans and working capital advances:— 
By Polymer Corporation, Lid... .. 0.020566 eee cee ete net ee ess one gine 1-9 
By United Kingdom Government (under 1942 Financing Act, $40-5 
million less advances under 1946 Agreement Act, $20-0 million)......... 20-5 
By other Governments—Export Credits Insurance Aaa PRES. int eo Snes ba Oe 23-3 
By Provincial and Municipal Governments..........-+++ +0 essere eee esses 4-3 
Repayments of other loans and investments (net). ...--.- +++ seer e eee eens 1-3 
792-5 
Decrease in cash balances during 1950-51...... 20... cece ee eee eee eee ees 25-4 
817-9 
Disposition of cash funds:— 
Reduction in sundry suspense accounts. .......- 6. ee eee ee eee terre ee eee 7:7 
Increase in securities investment account.......-.. see cece eee etter eet e eens 5-2 
Binkite fund purchases... .:% «02 -+ sqeleeg.gee s+ ees dene one ee ee Fer home it 0-8 
Increase in Loans and Investments :— 
Advances to the Foreign Exchange Control Board........---++++eseeeee sees: 475-0 
Working capital advances to Crown Corporations (net)... Ae seharatie! 20 12 1-0 
Advances to Central Mortgage and Housing Corporation (nehyeee MARS. ee, 78-5 
Loans to Canadian Farm Loan Board. .....-..eeeece seer ee ee eer reer ances 2-0 
Loans to Canadian National Railways. .....--.-..20+ssteeee eee tere ce tress 19-9 
Loan to Canadian National (West Indies) Steamahipg dita iS ag te gates Aalst. 0-3 
Loans to National Harbours Board (net)........--+++s sees reece eee eens 0-9 
Loans to other. Growl agencies... .~ nism P+ 2+ Eso ele ene tan un eaten RR 1-3 
Loans under Soldier Settlement and Veterans Land Acts or". 3 eee paren ge ny t: 15-1 
Unemployment Insurance Fund—purchase of securities......---...++++++505- 83-8 
Cost of issuing new loans (portion to be amortigedhih.G2es ccs eens ae es 10-0 
Net reduction in funded debt... . 2... - + 52 cje oe oui ties + 0 + 4 nies going em anes 116-4 
817-9 


* To calculate the amount of cash made available to the Government as a result of the current year’s 
surplus there must be added back to the budgetary surplus figure of $203-5 million the following items 
included in total expenditure which did not involve current outlays of cash: provision for reserve for possible 
losses on ultimate realization of active assets, $75-0 million; provision for reserve for conditional benefits 
under the Veterans Land Act, $7-2 million; annual amortization of bond discounts and commissions, $12-5 
million: transfer of value of existing stocks of weapons and equipment to a replacement fund for transfer 
to allied forces $195-4 million; amount required to recoup the Agricultural Prices Support Account to 
cover net loss of the Agricultural Prices Support Board, $3-5 million; the Government's contributions to 
the following funds: civil service superannuation account, $81-9 million; permanent services pension 
account, $12-0 million; unemployment insurance fund, $27-9 million; Government annuities fund, $1-5 
million and the national capital fund, $2-5 million; interest on public debt eredited to the following 
accounts: deposit and trust accounts, $2-1 million; annuity, pension, insurance and guaranty accounts, 
$32-5 million and unmatured funded debt, war savings certificates, $2-6 million; deductions from salary 
payments credited to: civil service superannuation account, $12-7 million; civil service retirement fund, 
$7-0 million and the permanent services pension account, $6-5 million. There must also be deducted 
from the budgetary surplus the following items included in total revenue which did not involve current 
receipts of cash: premium, discount and exchange account, $18-0 million; portion of profits of Park Steam- 
ships, Ltd. received in previous years and held in a suspense account, $1-0 million and an excess amount 
of reserve for refundable excess profits tax received in previous years and carried as a liability—funded 
debt, $25-0 million. 
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UNMATURED FUNDED DEBT AND TREASURY BILLS AS AT MARCH 31, 1951 AND THE 
ANNUAL INTEREST PAYABLE THEREON 


1966, 
1968, 
1974, 
1975, 


1951, 


Refundable portion of excess profits 
tax (estimated) 
War Savings Certificates 


Payable in Canada 
Payable in London 
Payable in New York 


(1) Redeemable at 101 per cent. 
(2) Redeemable at 101 per cent. 
(3) Redeemable at 101 per cent. 
(4) Conversion rate estimated at $2-934 to the £ sterling. 


Date of Maturity 


SCD Uta Lee ee tocie dere ae een ee 
DEDUCED Leteuca. cia ‘cours heen eee 
Perpetual 


April 6 Treasury Bills 


April 20 Treasury Bills 
May 4 Treasury Bills.......... 
May 25 Treasury Bills 
June 8 Treasury Bills.......... 


June 22 Treasury Bills 


ee Gel te) (hy el wie, able (er levees, (a1) 6) [ei 0) (@ velit er <pyea) ie: in 


e fe elle) et « (9's. 0-8) aie 


Amount 
of Loan 


Annual 
Interest 
Charge 


| | 


tlh Blond) BIH loo Ool~a 


lH wloo Pleo leo loo woo le 


ren 


ren 


[com |co |oo 


WNNNWWWWWWWWNWNWNHRPWNHWNWNN WR RE WOR ee 


o> o> 
bo bo 
On 


CC 


Canada 
Canada 
Canada 
Canada 
Canada 


Canada 
Canada 


Pr 


ee CO 


e 4 ew ee 0 6.00, 0 [ls © (0) 10 0 6 efre 4 ole ae @ 0} 6 0 eo elle 6 


200, 000,000 00 
200,000,000 00 

550, 000,000 00 

500, 000,000 00 

(@) 50,492,475 50 
300,000,000 00 
300,000,000 00 
325,000,000 00 

(7) 676,355,489 00 
395,000,000 00 
400,000,000 00 

(3) 855,607,410 50 
*243,420,000 00 
1,111, 261,650 00 
*130, 280,000 00 

88, 200, 000 00 

(4) 1,874,120 77 
*125, 420,000 00 

1, 197,324,750 CO 
*193, 410,000 00 

1, 165,300,350 00 
*267, 215,000 00 

(5) 50,160,000 00 
1,315, 639, 200 00 
(4) 2,073,747 73 
(4) 52,234,535 46 
(5) 156,750,000 00 
1, 295,819,350 00 
54,703,000 00 
1,691,796, 700 00 
350, 000,000 00 
104,500,000 00 
52,250,000 00 
55,000,000 00 
75,000,000 00 
75,000, 000 00 
75,000,000 00 
75,000,000 00 
75,000,000 00 
75,000,000 00 


*22, 842,000 00 
*97, 340,000 00 


INN 
nao 
eS 


15,027, 269,778 96 


14, 607, 427,375 00 
56, 182,403 96 
363, 660,000 00 


15, 027, 269,778 96 


(5) Conversion rate estimated at $100 U.S. equals $104.50 Can. 
* Estimated. 


1,750,000 00 
2,000,000 00 
5,500,000 00 
8,750,000 00 
1,624,757 88 
4,500,000 00 
5,250,000 00 
4,875,000 00 
20,089,767 00 
7,900,000 00 
9,000,000 00 
25,414,081 50 
6,694,050 00 
33,337,849 50 
3,982,700 00 
2,646,000 00 
74,964 83 
3,449,050 00 
35,919,742 50 
5,318,775 00 
34,959,010 50 
7,348,412 50 
1,630,020 00 
39,469,176 00 
67,396 80 
1,567,036 06 
4,702,500 00 
38, 874,580 50 
1,777,847 50 
50,753,901 00 
9,625,000 00 
2,873,750 00 
1,436,875 00 
1,650,000 00 
470,250 00 
469,500 00 
502,500 00 
546,000 00 
565,500 00 
566, 250 00 


© Ter a) (eh ere eens) mje: 8] a> su was alae ca ure 


2,920,200 00 
390,452,444 07 


97-21% 
0-37% 
2.42% 


100-00% 


— 


Amount outstanding includes $499,925.50 redemption bonus. 
Amount outstanding includes $6, 696, 589.00 redemption bonus. 
Amount outstanding includes $8, 471,360.50 redemption bonus. 
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